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The  Mission  of  the  United  States  Mint  is  to 
manufacture  the  highest  quality  circulating 
numismatic,  and  bullion  coins  at  the  lowest 
possible  cost  and  to  deliver  them  in  a timely 
manner  ...  to  expand  our  markets  through 
exceptional  customer  service,  product 
development,  and  innovative  marketing  . . . 
to  sell  numismatic  and  bullion  products 
at  a reasonable  price  and  profit . . . and  to 
provide  security  over  assets  entrusted  to  us. 


U.S.  Mint  Strategic  Plan 
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Founded  in  1 792, 
the  United  States  Mint 

became  a bureau  of  the  Treasury  Department 
in  1873  and  today  is  the  world *s  largest  coin 
manufacturer,  with  operations  in  California,  Colo- 
rado, Kentucky,  Maryland,  New  York,  Pennsylvania, 
and  Washington,  D,C.  Our  missions  are  to  produce 
the  nation  *s  circulating  coinage,  to  manufacture  and 
market  coin  and  medal  products  worldwide,  and  to 
safeguard  the  nation  ^s  bullion  reserves  at  Ft  Knox 
and  elsewhere.  These  missions  and  our  effectiveness 
in  executing  them  make  the  United  States  Mint 
one  of  the  few  federal  agencies  that  produces 
an  operating  profit. 


United  States  Mint  1998  Annual  Report 


Our  Colleagues  and  Customers: 

he  United  Slates  Mint  has  taken  care  of  the  American  people’s  business  for  two 
hundred  years,  and  we  proudly  upheld  that  tradition  in  1 998.  As  from  the  first 
days  of  the  republic,  we  minted  coinage  for  American  commerce  and  struck  med- 
coins  honoring  America's  great  causes  and  individuals.  Since  before  the  Great  De- 
ll we’ve  guarded  our  nation’s  gold  reserves,  and  we  still  do.  Through  crisis  and 
ist  year  as  in  years  before,  we  brought  the  world’s  investors  precious  metal  coins 
•om  American  bullion.  More  than  a decade  ago  we  became  the  Fortune  500-sized 
retailer  of  numismatic  products  for  collectors  and  consumers  that  we  remain  today.  And 
during  the  past  four  years,  we’ve  become  the  federal  agency  that  proves  government  can  respond  to  Americans’ 
demands  for  excellence. 

In  my  previous  reports  you’ve  seen  the  Mint  taking  care  of  business  like  a business.  You’ve  read  how  we’ve 
invested  in  productivity,  cut  costs,  upgraded  service,  improved  managerial  practices  and  employee  skills,  repre- 
sented collectors  before  Congress,  launched  new  products,  expanded  markets,  and  installed  infonnation  systems. 
During  fiscal  1 998,  those  efforts  accumulated  organizationally,  operationally,  and  intellectually  to  a critical  mass  of 
innovation. 

Infonnation  Resources 

In  the  closing  days  of  the  fiscal  year  we  booted  up  the  most  significant  initiative  we’ve  undertaken.  After  three 
years  of  preparation  and  a massive  investment  of  talent  and  financial  resources,  we’ve  replaced  our  sprawl  of  in- 
compatible computer  systems  and  manual  records  with  a Mintwide  enterprise  resource  planning  system  nicknamed 
COINS  (for  consolidated  INfonnation  System).  COINS  is  15  integrated  modules  bringing  sophisticated  applica- 
tions to  marketing,  manufacturing,  finance,  customer  service,  sales,  and  distribution.  Our  Mail-order  and  Catalog- 
ing System  (MACS),  for  example,  facilitates  checking  customers’  orders,  and  it  ties  sales  to  real-time  data  collec- 
tion systems  that  oversee  inventory  and  shipping.  Our  production  monitoring  program  (Maximo)  keeps  a running 
schedule  for  equipment  maintenance  and  upgrades  at  each  facility.  Our  customized  Marketing  And  Customer  Ser- 
vice Program  (MARCUS)  lets  us  profile  our  customer  population  and  tailor  coin  programs,  product  options,  and 
advertising  according  to  their  known  purchase  patterns,  product  preferences,  and  preferred  media.  These  modules 
join  packages  in  personnel  and  finance  (PeopleSoft),  inventory  tracking  (ADCS),  and  other  applications  to  bring 
extraordinary  new  information  and  analytical  capabilities  at  the  Mint. 

Once  COINS  becomes  fully  operational,  we  can  conceive  coin  programs  and  create  products  knowing  who  will 
want  them.  We’ll  be  able  to  tell  customers  the  current  status  of  their  orders  and  where  their  product  is  in  our  pro- 
duction-distribution stream.  We  will  know  instantaneously  if  and  where  that  stream  is  log-jammed.  Marketing 
managers  will  know  profit  pictures  before  coin  programs  expire,  and  collectors.  Congress,  and  program  beneficia- 
ries will  have  sales  and  surcharge  data  quickly.  For  the  first  time,  planners  and  managers  will  have  point-to-point 
information  about  customers,  costs,  production,  promotion,  inventory,  sales,  revenues,  and  profits  for  every  pro- 
gram and  product.  We’ll  know  better  what  customers  want  and  how  to  reach  them.  We  will  join  best-in-business 
practices  with  state-of-the-art  technologies  for  interactive  relationships  with  customers,  suppliers,  and  other  stake- 
holders. Integrated  systems  of  accurate,  timely,  comprehensive  data  also  translate  into  greater  efficiencies,  lower 
costs,  faster  responses,  and  higher  accountability. 


COINS  is  the  first  enterprise 
resouree  planning  system  in  use 
anywhere  in  the  public  sector  of 
the  United  States.  Besides  its 
multifold  potential  for  improving 
our  sales  and  operations,  COINS 
addresses  the  Mint’s  sole  remain- 
ing weakness  under  the  Federal 
Managers  Financial  Integrity  Act 
and  is  the  core  of  our  Year  2000 
solution.  Alongside  earning  the 
right  to  operate  using  our  own  rev- 
enues, COINS  joins  the  permanent 
legacy  of  innovation  we’ve  created 
for  the  American  people. 


Streamlined  Organizational  Structure 

As  COfNS  builds  competencies,  we’ll 
have  an  organizational  structure  that  gives 
them  freer  reign.  Near  mid-year — again, 
after  long  planning — we  scuttled  the  organi- 
zation that  sequestered  the  Mint  into  rigid 
hierarchies  and  stovepipe  functions  and 
replaced  it  with  one  focused  on  customers 
and  outcomes. 


Today  we’re  structured  into  three  stra- 
tegic business  units  (SBUs)  befitting  our 
three  missions.  Gone  are  departmental 
designations  like  coinage  production,  mar- 
keting, security,  and  administration.  Now, 
manufacturing  and  distribution  of  circulat- 
ing coinage  to  the  Federal  Reserve  are  the 
unified  responsibility  of  our  Circulating 
Business  Unit.  Our  Numismatic  Business 
Unit  oversees  all  activities  associated  with 
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collector  and  investor  products  sold  worldwide,  including  coin  manufacture.  Our  Protection  Business  Unit  pro- 
vides multi-echelon  security  Mintwide  and  is  preparing  new  business  initiatives. 


Each  SBU  is  a profit  center  with  a business  head  directing  its  budget,  resources,  facilities,  and  staff  Each  has  a 
mission  and  goals  under  our  strategic  plan.  An  SBU  configuration  provides  clarity  of  purpose  and  redoubles  our 
efficiencies.  For  example.  West  Point  and  San  Francisco  facilities  make  numismatic  coinage  and  report  to  our  Nu- 
mismatic SBU;  Philadelphia  and  Denver,  which  make  numismatic  and  circulating  coins,  report  to  chiefs  of  Numis- 
matic and  the  Circulating  SBUs.  In  other  words,  business  heads  who  sell  our  circulating  and  numismatic  coins  are 
also  the  people  who  make  them.  Under  our  new  organization,  they  have  full  authority  over  their  products  and  ser- 
vices— including  authority  to  develop  new  business  opportunities  consistent  with  our  mission. 
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Wc  promised  an  SBU  striicliire  would  boost  careers  ofemployees  willi  skills  filling  a resnlls-focused  business 
environment,  and  that’s  proving  to  be  so.  We  re-wrote  or  re-elassiHed  300  jobs  at  our  Washington  office.  Many  of 
those  jobs  are  new  to  the  Mint,  rellecting  the  new  tools  we  bring  to  our  tasks  and  new  ways  we  .sec  our  business. 
Efforts  to  match  people  with  positions  and  to  hire  for  skill-intensive  performance  continue. 

Before  next  year’s  annual  report  reaches  you,  the  U.S.  Mint  will  move  to  a new  headquarters  in  downtown  Dis- 
trict of  Columbia,  another  long-term  initiative  that  progressed  toward  completion  in  1998.  This  eight-story, 
246,000  square  foot  structure — with  spacious  tloor  plans,  areas  for  work  teams,  and  in-house  training  facilities — 
fosters  the  communication,  cooperation,  and  professionalism  we’re  committed  to  as  an  organization. 


Artist's  rendition  of  the  Mint's  new  Washington  office,  scheduled  for  completion  in  fall  1999. 
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Circulating  Business  Unit 


During  fiscal  1998,  the  economy’s  need  for  coinage  rebounded.  We  produced  15.1  billion  circulating 

coins  and  shipped  16.6  billion  to  the  Federal  Reserve  for  distribution  to  banks.  Shipment  of  coinage  to 
the  Fed  generated  $594  million  in  profits,  and  we  transferred  $562  million  to  the  General  Fund  of  the 
Treasuiy  as  part  of  our  return  on  the  American  people’s  investment  in  us.  By  comparison,  in  fiscal  1997,  we  pro- 
duced 14.1  billion  coins,  shipped  12.7  billion  coins  to  the  Federal 
Reserve,  earned  $428  million,  and  transfeiTcd  $465  million  to  the 
Production  Totals  Treasury  General  Fund. 

FY  I 998 


Total:  30,710,000 

Denver:  1 5,064,000 
Philadelphia:  15,646,000 


Total:  1,516,940,000 

Denver:  765,200,000 
Philadelphia:  751,740,000 


Total:  2,231,540,000 

Denver:  1,122,400,000 
Philadelphia:  1,109,140,000 


Penny-production,  historically  70  to  72  percent  of  output,  fell  to  67  per- 
cent in  fiscal  1998.  There’s  an  important  trend  behind  that  decline;  con- 
sumers making  use  of  private  sector  equipment  and  facilities  that  return 
pennies  to  circulation  faster.  This  is  more  evidence  that  consumer  prefer- 
ences, marketplace  innovation,  and  competition  from  the  private  sector 
leave  no  room  for  a custodial  mentality  in  our  circulating  coinage  business. 
As  with  any  business,  we  must  continue  refining  our  forecasting,  multiply- 
ing production  efficiencies,  investing  in  capital  equipment. 

During  fiscal  1997  we  refined  models  forecasting  national  coin  demand 
with  90  percent  confidence,  but  now  we’re  facing  new  challenges  that  require 
us  to  predict  demand  by  geographical  region  more  precisely.  Therefore,  in  fis- 
cal 1 998  we  started  to  model  demand  by  region  and  denomination. 


Denver: 


PhiljAdelphia: 


FY98  TOTAL: 


Total:  1,199,804,000 

Denver:  604,080,000 
Philadelphia:  595,724,000 


Total:  10,116,600,000 

Denver:  5,143,800,000 
Philadelphia:  4,972,800,000 


7.650.544.000 

7.445.050.000 
15,095,594,000 


Regional  forecasting  will  be  important  in  1999,  when  introduction  of  50 
State  Quarters  revs  up  demand  for  quarter-dollars.  In  fact,  our  research  indi- 
cates collector  and  public  demand  will  double  the  number  of  quarters  we 
produce  each  year  for  the  next  decade.  Moreover,  focus  groups  suggest  the 
public  could  pocket  half  of  all  50  State  Quarters.  That  degree  of  collector 
and  consumer  enthusiasm  will  add  between 
$2  billion  and  $5  billion  to  circulating 

and  numismatic  business  profits,  but  Circulating  Business  Unit 
there’s  much  to  do  in  preparing  for 


the  largest,  longest-mnning  series 
of  coinage  changes  in  U.S.  his- 
tory. In  fiscal  1998,  we  acceler- 
ated planning  for  1999  and  be- 
yond to  assure  we  can  meet  pro- 
duction quotas,  guarantee  logis- 
tics for  distributing  quarters  nationwide,  and  accommodate  private  bank 
demand  for  specific  states’  quarters. 

Capital  Investment 
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Production  of  non-penny  coins  is  estimated  to  increase  from  5 billion  in  fiscal 
1998  to  8.2  billion  in  fiscal  1999 — an  all-time  record  for  us.  We  prepared  throughout 

the  year  for  this  shifting  production  mix  by  ordering  and  installing  equipment  to  come  on-line  in  fiscal  1999.  We 
invested  $17  million  in  replacing,  upgrading,  or  adding  furnaces  and  high  speed  presses  in  Philadelphia,  a high 
speed  blanking  press  and  new  die  manufacturing  equipment  in  Denver,  and  blanking  die  sets  in  Philadelphia  and 
Denver.  High  speed  coining  presses  make  up  to  750  quarters  per  minute,  whereas  older  presses  make  400.  New 


^4  Jefferson  Nickel  Roosevelt  Dime  Washington  Quarter  Lincoln  Cent 


blanking  presses  run  these  die  sets  at  700  strokes  per 
minute,  up  from  250-300.  luieh  stroke  punehes  15  to  20 
eoin  blanks,  varying  with  denomination.  By  automating 
leeding  of  blanks  and  take-away  of  coins  we  can  in- 
crease production  without  adding  press  operators,  and 
operators  can  focus  more  on  quality  and  maintenance. 

In  addition,  we  invested  $16  million  in  facilities  im- 
provements. These  included  automating  coin  lines  at 
the  Philadelphia  Mint  and  awarding  a contract  for  a 
new  entrance  at  the  Denver  Mint.  We  repaired  the  ceil- 
ing and  roof  and  reconstructed  the  packaging  area  at 
our  San  Francisco  Mint.  We  installed  energy  manage- 
ment systems  at  all  three  facilities.  These  improvements  augment  efficiency  and  capacity  in  order  to  meet  produc- 
tion goals. 

In  fiscal  1997,  we  discovered  we  could  punch  more  coin  blanks  from  coils  of  cupro-nickel  strip  by  rearranging 
blanking  dies,  and  we  followed  through  on  that  discovery  at  Philadelphia  and  Denver  this  year.  We  bought  new 
blanking  dies  and  aiTanged  them  in  our  new  efficiency-enhancing  design.  We’ll  be  able  to  convert  nearly  80  per- 
cent of  the  coil  weight  into  blanks,  compared  to  72  percent  for  the  arrangement  being  phased  out,  and  that  improved 
utilization  will  translate  into  substantial  cost  savings  in  coin  production. 

Cost  Control 

We  intensified  our  drive  to  reduce  average  cost  of  circulating  coinage  by  25  percent  as  specified  in  our  strategic 
plan,  continuing  our  efforts  from  fiscal  1997,  when  we  documented  $1.4  million  in  coin  production  savings,  cost 
avoidance,  and  improved  resource  allocation. 

During  fiscal  1998,  Manufacturing  Excellence  Teams  identified  further  savings,  initiated  cost-avoidance,  and 
extended  earlier  savings  programs.  Many  initiatives  are  long-tenu  projects,  but  no  operation  has  been  too  small  to 
receive  attention  or  too  large  to  benefit  from  it. 

Denver  Mint  teams,  for  example,  experimented 
with  coining  division  work  schedules  and  saved 
$1 76,000  yearly  by  reducing  three  supervisory 
positions  and  the  time  consumed  by  non-produc- 
tion activities.  After  collaborating  with  metal  fab- 
ricators, vending  machine  operators,  banks,  and  the 
Federal  Reserve,  a Philadelphia  team  found  that 
producing  nickels  and  quarters  from  material  that’s 
one  percent  thinner  would  lower  costs  without  af- 
fecting coins’  serviceableness.  This  innovation 
saved  $135,000  over  40  production  days  in  fiscal 
1998  and  will  yield  savings  Mintwide  when  quar- 
ter production  soars  in  fiscal  1999.  As  a result  of 
all  these  efforts  and  many  others,  we’re  on  track 
with  our  1999  business  plan  goal  of  reducing  ex- 
penses an  additional  $4.7  million  per  year. 


Arthur  M.  Victor  111,  a coin  press  operator  in  Philadelphia,  looks  over 
a new  Schuler  press.  The  Mint  invested  $50  million 
in  capital  improvements  in  fiscal  1998. 


Total  Capital  Investment  I 994-200  I 


(Millions  of  $ Per  Fiscal  Year) 
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We  had  83  fewer  OSHA-reportable  workplace  accidents  in  fiscal  1998,  reducing  the  Mintwide  accident  rate  37.6 
percent  from  fiscal  1997.  The  best  thing  about  a safer  workplace  is  that  fewer  people  get  hurt.  But  it’s  gratifying 
that  improved  safety  cut  $124,500  from  accident-related  costs  in  fiscal  1998  and  portends  continuing  increases  in 
avoided  costs. 


Results  compound  when  we  address  costs  and  efficiency.  For  example,  employees  stacking  bags  sometimes 
suffer  repetitive  motion  injury.  The  solution:  machine  handling  of  bulk  bags  holding  250,000  pennies  instead  of 
5,000.  Employees  move  fewer  bags,  reducing  injuries  and  injury-related  costs.  Reusable  bulk  bags  recoup  start-up 
costs  in  three  years.  We’ll  ship  pennies  from  Denver  in  bulk  bags  around  August  1999,  and  we’ll  ship  all  coins 
from  Denver  and  Philadelphia  in  bulk  bags  before  2002. 


50  State  Quarter  Program  and  Dollar  Coin 


A hectic  routine  was  intensified  by  rising  circulating  coinage  demand,  reorganizing  into  strategic  business  units, 
and  preparing  to  mint  50  State  Quarters.  We  were  detennined  that  the  longest-running  series  of  coinage  changes  in 
American  history  and  the  first  new  dollar  coin  in  a generation  would  have  designs  Americans  embraced.  Working 

with  the  Treasury  Department  and  state  governors,  we  hammered  out 
a procedure  for  states  to  choose  quarter  designs  their  citizens  wanted, 
and  our  staff  worked  with  each  state  to  assure  designs  were  both  suit- 
able for  the  nation’s  coinage  and  coinable.  In  short,  we  created  the 
opportunity  for  citizens  of  every  state  to  participate  in  the  design  of 
American  coinage. 


Mint  Director  Philip  N.  Diehl  examines  trial 
strikes  of  50  States  Quarters,  which  begin 
circulating  in  1999. 


A process  involving  even  greater  public  participation  was  selec- 
tion of  designs  for  the  new  dollar  coin.  By  law,  the  coin  will  be  the 
same  size  as  the  Susan  B.  Anthony  dollar,  golden  in  color,  with  a 
distinctive  edge.  Treasury  Secretaiy  Rubin  appointed  a citizens 
panel  to  advise  him  on  design  themes  for  the  new  coin.  The  panel 
arranged  two  days  of  televised  public  hearings  that  gave  Americans 
an  opportunity  to  express  their  preferences  in  person  and  by  fax. 
When  the  advisory  committee  recommended  a design  honoring 
Sacagawea,  the  Native  American  girl  who  accompanied  Lewis  and 
Clark,  we  opened  the  design  competition  nationwide.  We  also  spon- 
sored exhibitions  of  design  semi-finalists  and  asked  historians,  col- 
lectors, artists  and  the  general  public  to  comment  on  obverse  and 
reverse  designs  they  favored.  We  held  focus  groups  and  consulted 
Native  American  organizations  to  assure  authenticity  and  acceptance 
of  potential  finalist  designs.  We  posted  designs  on  the  Mint  web  site: 
the  first  day  they  were  up,  our  web  site  received  1 1 million  hits  from 
the  public.  After  two  weeks,  we  had  received  120,000  e-mails  from 
citizens  expressing  preferences,  and  those  comments  have  had  a pro- 
found effect  on  subsequent  decisions. 


Process  improvements,  manufacturing  innovations,  and  proliferating  benefits  are  becoming  the  familiar  signa- 
ture of  our  circulating  coinage  business.  Also  familiar  but  never  taken  for  granted  are  continuing  kudos  from  the 
Federal  Reserve,  which  rated  us  highly  for  accuracy,  quality,  knowledge,  and  helpfulness  in  1998’s  third  consecu- 
tive customer  survey. 
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Numismatic  Business  Unit 


O 


ur  Numismatic  Business  Unit  posted  fiscal  I99S  prol'its  of$23  million  on  sales  of 
$672  million,  representing  25  percent  and  62  pereent  increases,  respec- 
tively, over  fiseal  1997.  Onee  again  — the  second  year  in  a row  we 
exceeded  our  strategic  plan  goal  of  generating  $400  million  in  numismatic 
revenues  by  the  year  2000.  Whafs  more,  we  achieved  these  results  while 
planning  momentous  1999  and  2000  numismatic  programs,  restructuring  25- 

stalT,  transferring  supervision  over  two  production  facilities,  and  imple- 
menting  state-of-the-art  information  systems  crucial  to  efficiency  and  prof- 
itability. 

5- 
0- 
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Numismatic  Business  Unit 
Profits 

(MILLIONS  OF  $) 


1 

$5 

1994  1995  1996  1997  1998, 


Fiscal  Year 


Bullion  Coin  Sales 

Sought  largely  by  investors.  Gold  American  Eagle  bullion  coins  reached 
sales  of  1,480,525  ounces,  nearly  double  sales  of  fiscal  1997  and  fiscal  1996 
combined.  International  economic  and  political  concerns,  volatile  equity  mar- 
kets, and  falling  bullion  prices  joined  with  the  assurance  of  American  gold  to  give  us 
58  percent  of  the  world  market  share  for  investment  gold  coins,  up  from  18  percent  a few  years  ago. 


U.S.  Mint  Gold  Bullion 
Market  Share 


The  strong  perfonnance  of  Platinum  American  Eagle  bullion 
coins  continued  in  their  second  year.  Sales  for  the  fiscal  year  of 
144,854  ounces  exceeded  our  projections  by  almost  50  percent. 
Second-year  success  confirms  our  strategy  of  offering  a full  range 
of  bullion  products,  and  it  solidifies  our  position  as  the  world’s 
premier  provider  of  bullion  investment  coins.  Only  one  year  after 
their  introduction.  Platinum  American  Eagles  commanded  an  80 
percent  share  of  the  global  market  in  1998. 

Sales  of  Silver  American  Eagle  bullion  coins,  the  world’s  lead- 
ing silver  investment  coin  for  many  years,  eased:  3,850,529 
ounces  versus  4,354,560  ounces  in  fiscal  1997.  More  than  71.8 
million  ounces  have  been  sold  since  1986. 


We’re  committed  to  this  market  and  to  our  private  sector  partners  who  sell  our 
coins  to  the  public.  No  one  shows  our  commitment  more  than  employees  at 
the  West  Point  Mint,  whose  dedication  made  it  possible  to  meet  1998’s  ex- 
traordinary demand  for  bullion  coins. 


As  we’ve  reported,  bullion  Eagle  margins  are  narrow.  Meeting  de- 
mand in  periods  like  1998  brings  higher  production  costs  which  can  con- 
sume already  thin  margins.  Clearly,  practices  we  initiated  earlier  and  con- 
tinued throughout  the  year — greater  use  of  precious  metals  hedging,  reduc- 
tions in  cost  of  fabricating  blanks,  production  improvements,  and  yield  en- 
hancements— are  well  chosen  strategies.  Through  them  we  expect  to  meet 
our  strategic  plan  goal  of  one  percent  profit  margins  on  bullion  sales  by  the  year 
2000  while  maintaining  our  status  as  the  world’s  leading  bullion  coin  producer  in 
all  three  precious  metal  markets. 


Sales  of  Uncirculated 
American  Eagles  ' ■ 
PcATiNUM,  Gold,  & Silver 

(millions  of  $) 


1994 


1995  1996 

Fiscal  Year 


1997 


1998 
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Proof  American  Eagles 

Sales  of  Proof  Gold  American  Eagles,  generally  bought  by  collectors,  fell  21  percent  in  1998  to  46,856  ounces. 
In  recent  years,  we’ve  imposed  lower  mintage  limits  and  created  distinctive  product  options  to  enhance  the  value  of 

proof  Eagles  to  collectors. 


Sales  of  Proof  American  Eagles 
Platinum,  gold,  5.  Silver 

(MILLIONS  OF  $) 


Proof  Platinum  American  Eagles  perfonned  well  in  their  sec- 
ond year,  selling  out  three  denominations  and  almost  selling  out 
its  four-coin  ensemble  by  fiscal  year-end.  Sales  reached  28,104 
ounces  by  September  30,  compared  with  first-year  sales  of 
33,695  ounces.  We  reduced  mintages  in  1998  to  increase  the 
value  of  these  coins  to  collectors. 

Proof  Silver  American  Eagles  sales  slipped  to  428,470  coins, 
down  1 1 percent  from  482,610  coins  the  previous  year.  The  decline 
disappointed  us,  but  this  product  has  been  maturing  for  some  time. 


1994 


1995 


1996 

Fiscal  Year 


1997 


1998 


Proof  American  Eagles  have  been  the  cornerstone  of  profit- 
ability for  the  Mint’s  numismatic  line  for  the  past  decade.  Cost 
reductions  and  higher  profits  from  other  products  allowed  us  to 
reduce  our  dependence  on  Proof  Eagle  profits  and  thereby  to  reduce  mintages  in  1998.  We  are  likely  to  do  so 
again  in  1999.  By  doing  so,  we  hope  to  reinforce  the  secondary  market  value  of  Proof  Eagles  as  a way  of  reward- 
ing our  most  loyal  customers. 


Annual  Sets 


Annual  coin  sets — Uncirculated  Sets,  Proof  Sets,  Silver  Proof  Sets,  and  Premier 
Silver  Proof  Sets — are  our  core  numismatic  products  and  the  heart  of  many  collections. 
Sales  increased  six  percent  to  4,035,637  sets  as  numismatists  responded  to  develop- 
ments affecting  these  products.  First,  the  50  State  Quarters  program  begins  in  1999,  so 
the  1998  sets  are  the  last  to  include  the  eagle  quarter  reverse  for  10  years.  Second,  1998 
was  the  final  year  for  Premier  Silver  Proof  Sets,  and  collectors  bid  farewell  by  driving 
sales  up  70  percent  to  their  highest  since  the  product  debuted  in  1992. 


Commemorative  Programs 

The  National  Law  Enforcement  Memorial  Silver  Dollar  ended  with  proof  and  uncirculated  sales  of  $4,898,000, 
a good  showing  given  recent  commemorative  coin  trends.  Strong  management  closed  this  program  with  a profit. 


On  the  other  hand,  the  Black  Revolutionary  War  Patriots  Silver  Dollar  sold  the  fewest  units  in  the  history  of 
modem  commemorative  coin  programs  despite  our  best  efforts.  The  program  is  unlikely  to  reach  break-even  when 
it  closes  in  December  1998.  Sales  were  $3,653,000  for  proof  and  uncirculated  coins  at  September  30. 

Reception  of  the  Robert  F.  Kennedy  Commemorative  Silver  Dollar  was  gratifying,  reaching  sales  of  $7,857,000. 
One  element  of  this  program’s  success  was  a special  product  option.  The  Brothers  Set — a proof  JFK  half-dollar  and 
an  RFK  silver  dollar  in  distinctive  matte  finish.  A second  was  a novel  promotional  idea:  instead  of  limiting  the 
number  of  sets,  we  limited  the  time  we  accepted  orders  to  the  six-week  pre-issue  period.  This  created  urgency 
among  collectors  and  brought  us  cost  and  production  benefits  from  knowing  how  many  coins  to  produce.  This  in- 
novation served  us  and  the  hobby,  and  it’s  a win-win  option  for  the  future.  The  program  will  close  profitably  on 
December  31,  1998. 
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FY  97-98  Programs 

Silver  Proof 

Silver  Unc. 

Gold  Proof 

Gold  Unc. 

1 996  - National  Community  Service 

101,543 

23,500 

— 

— 

1996  - Smithsonian 

129,152 

31,230 

21,772 

9,068 

1 997  - Botanic  Gardens 

189,671 

58,505 

— 

— 

1997  - Franklin  D.  Roosevelt 

— 

— 

29,474 

11,991 

1997  - Jackie  Robinson 

110,002 

30,380 

24,072 

5,174 

1997  - National  Law  Enforcement 

105,103 

27,726 

— 

— 

1 998  - Robert  F.  Kennedy 

88,682 

102,206 

— 

— 

1998  - Black  Patriots 

69,711 

34,363 

— 

— 

Jackie  Robinson 


Pi' I 998  Commemorative  Coin  Programs 


Black  Revolutionary 
War  Patriots 


Law  Enforcement  Memorial 


Silver  Eagle  Pocket  Knife 


Morgan  Silver  Dollars 


Mercury  Dime  Earrings 
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Catalog  and  Non-Traditional  Sales 

By  wide  acclaim,  we  hit  stride  with  our  Holiday  Gift  Collection  Catalogs.  Hobbyists,  gift-givers,  veteran 
mail  order  shoppers,  and  folks  who  have  not  seen  our  catalogs  before  have  complemented  us  on  spanning  products 
and  price  points,  balancing  collector  rarities  with  eye-catching  novelties,  and  showing  knowledge  of  our  customer 
by  retailing  items  like  coin  dies.  Strong  sales  support  that  assessment;  for  fiscal  1994  through  1996,  catalog  sales 
averaged  $14  million,  but  our  December  1997  catalog  jumped  to  $17  million. 


An  increasing  number  of  sales  in  years  ahead  will 
come  from  cyberspace,  and  a larger  part  of  our  market- 
ing effort  will  be  focused  there.  Throughout  the  year, 
our  Electronic  Infonnation  and  Products  staff  contin- 
ued to  lead  us  into  e-commerce  via  our  on-line  catalog, 
maintained  our  web  page,  and  began  developing  a 
product  base  of  coin  facts,  software,  screen  savers,  and 
CD-ROMs  that  we  can  sell,  use  in  promotions,  or  pro- 
vide as  information. 


One  strategic  plan  goal  for  our  Numismatic  Busi- 
ness Unit  is  to  attract  a quarter-million  new  consumers 
by  2002.  In  fiscal  1998  as  in  years  past,  we  reached  out 
to  a broader  customer  base  by  offering  jewelry,  per- 
sonal accessories,  and  home-office  items  made  from 
gold,  silver,  and  platinum  Eagles.  We  also  continued 
our  sales  outreach  to  corporate  and  nonprofit  organiza- 
tions by  promoting  Eagles  as  premiums  and  incentives  to  attract  customers,  reward  employees,  and  thank  support- 
ers. Without  doubt,  the  circulating  commemorative  quarters  weTl  issue  in  1999  through  2008  and  the  new  dollar 
coin  in  2000  are  incredible  opportunities  to  increase  numismatic  sales  among  collectors  and  non-collectors.  WeTl 
seize  these  opportunities  by  revving  up  a national  media  campaign  and  by  reviving  products  that  turned  earlier  gen- 
erations into  collectors — products  like  the  50  State  Quarters  Coin  Map,  a United  States  map  which  can  be  filled  in 
with  quarters  as  each  state’s  appears  in  pocket  change. 

Information  and  Organization 

We  also  are  optimistic  that  the  Numismatic  Business  Unit’s  work  to 
enhance  infonnation  management  and  database  marketing  will  pay  off 
in  sales,  profits,  and  efficiencies.  Last  year’s  annual  report  described 
our  Marketing  and  Customer  Seiwice  project,  nicknamed  MARCUS, 
as  the  infrastructure  for  future  Mint  marketing,  and  we’re  convinced 
our  description  was  correct  now  that  we’ve  implemented  MARCUS. 

State-of-the-art  technology  will  provide  information  about  product 
preferences  of  each  of  our  1.1  million  customers.  By  integrating  that 
data  into  MARCUS,  we’ll  know  each  likely  customer  in  each  poten- 
tial market  segment  and  will  be  able  to  tailor  messages  and  media. 

We’ll  be  able  to  cut  costs  while  jump-starting  response  rates  from 
mailings. 
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American  Eagle  Gold  Proof  Impressions  of  Liberty 


American  Eagle  Platinum  Proof 


In  shorl,  MARCUS  unincs  planning,  promotion,  service,  market  channeling,  and  administrative 
support  for  our  numismatic  business.  Inibrmation  management  is  central  to  our  strategic  plan 
objective  of  matching  best-in-business  standards  in  customer  service,  and  our  achievement 
in  this  regard  remains  superlative.  For  a third  consecutive  year,  the  U.S.  Mint  led  all  gov- 
ernment agencies  in  customer  satisfaction  measures  and  ranked  behind  only  Mercedes- 
Benz  of  North  America  in  quality  ranking  surveys  by  National  Quality  Research  Center 
at  the  University  of  Michigan  School  of  Business. 


American  Customer  Satisfaction  Index  (ACSI)  Study 

U.S.  Mint  Customer  Satisfaction  Rating  Compared  with  Select  Companies 


Evolving  from  a 
marketing  department 
to  a manufacturing- 
marketing business 
unit  was  a great 
challenge  in  1998 
and  will  continue  to 
be  in  1999.  Our  Numismatics 
SBU  created  or  redefined  96  jobs,  in- 
cluding positions  like  channel  managers  and 
business  development  specialists  to  expand 
markets  and  counter  declines  in  our  core  busi- 
ness. In  filling  some  positions,  we’re  proud  to 
have  enticed  talented  people  from  the  private 
sector,  because  their  joining  us  confirms  we’re 
offering  attractive  professional  opportunities. 
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fVes/  Point  Mint  coin  press  operators  Maty  Ostrander,  Elena  Cintron, 
Larry  Norton,  and  Maria  Torres  inspect  American  Eagle  gold  coins. 
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Coin  and  Stamp  Sets 


Morgan  and  Peace  Silver  Dollar  Jewelry 


Proof  Sets 


Protection  Business  Unit 


Success  in  its  basic  mission  will  always  be  the  foremost  task  of  the  U.S.  Mint  Police,  even  as  it  expands 
into  its  new  role  as  a business  unit.  That  role  is  to  protect  the  $72.8  billion  of  gold  and  silver  in  our 
vaults,  the  $1  billion  of  coinage  we  produce  yearly,  the  hundreds  of  thousands  of  visitors  we  receive 
each  year,  the  2,235  employees  who  work  at  our  six  facilities,  and  the  immediate  surroundings  of  those  facili- 
ties. The  measure  of  success  is  straightforward:  whatever  happens,  the  gold  stays 
t,  coins  arrive  promptly,  employees  and  visitors  remain  safe. 

For  people  determined  nothing  will  happen,  our  Protection  Business  Unit 
posted  an  extraordinary  achievement  for  fiscal  1998:  it  earned  local  and  na- 
tional recognition  from  peers  as  law  enforcement  equals.  It’s  appropriate  that 
came  about  through  a coin  program — specifically,  the  commitment  our  offic- 
ers made  to  the  National  Law  Enforcement  Memorial  Silver  Dollar,  proceeds 
from  which  support  a national  memorial  for  slain  policemen  and  policewomen 
that’s  steps  away  from  our  headquarters  in  Washington,  D.C. 


Our  officers  represented  the  coin  and  its  cause  at  law  enforcement  conventions, 

' assemblies,  and  gatherings  of  security  officers  throughout  the  year.  Among 
many  locales,  their  appearances  in  Oklahoma  City,  Los  Angeles,  Boston,  Salt  Lake  City, 
and  at  every  precinct  in  New  York  City  made  law  enforcement  entities  more  aware  of  the  professionalism  of 
the  Mint  Police. 

Our  enhanced  reputation  improved  retention  and  recruiting:  en  route  to  establishing  a force  of  400,  we 
advertised  60  positions  for  officers  and  supervisors  in  fiscal  1998  and  received  800  applications.  It  also  ad- 
vances the  Protection  Business  Unit’s  plan  to  increase  business  revenues.  We  are,  after  all,  the  agency  that 
made  Fort  Knox  a metaphor  for  high  echelon  protection,  and  it’s  a logical  step  for  us  to  offer  high  security 
custody  and  security  consulting  services. 


Officers  Anthony  Kiiklinski  (Fort  Knox),  John  Biileza,  and  Henry  BlackM'ell  (Philadelphia) 
display  the  Law  Enforcement  Officers  Memorial  coin  at  an  information 
technology  conference  in  Washington,  D.  C. 


Walking  Liberty  Wrist  Watch 


Jefferson  Nickel  American  Eagle  Four-Coin  Proof  Set 


Conclusion 


It  sounds  puzzling  to  say  wc’rc  better  able  to  market  high-seeurity  storage  as  the  offshoot  of  promot- 


priations and  proeurement  regulations.  Earning  that  privilege  enabled  us  to  invest  in  equipment  that  in- 
creased output  and  reduced  costs.  Higher  output  and  lower  costs  will  pay  off  as  we  launch  history’s  largest 
and  longest  running  series  of  new  circulating  coins.  Those  new  circulating  coins  will  lead  to  products  that 
multiply  our  numismatic  business  unit  initiatives.  We’re  better  able  to  manage  those  initiatives  because  we 
developed  state-of-the-art  information  capabilities.  Those  capabilities  make  us  more  responsive  to  Congress, 
numismatists,  and  the  American  people.  Now  and  for  the  years  ahead,  that’s  what  it  means  to  take  care  of 
business  at  the  United  States  Mint. 


ing  a commemorative  coin,  yet  those  are  the  synergies  of  excellence  now  prevailing  throughout  the  United 
States  Mint.  Several  years  ago,  we  asked  Congress  for  permission  to  operate  outside  governmental  appro- 


Philip  N.  Diehl,  Director 
United  States  Mint 
September  30,  1998 


Washington  Quarter 


Pocket  Knife 


Mercury  Dime  Earrings 
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Management  Discussion  and  Analysis 


Highlights  from  Fiscal  Year  1998: 

♦ The  Mint  made  significant  progress  in  implementing  a new  business  enterprise-planning  system  that  will 
correct  a long-standing  FMFIA  weakness  and  the  major  component  of  ensuring  that  our  systems  are  year  2000 
(Y2K)  compliant. 

♦ Increased  circulating  coins  shipped  (face  value)  to  the  Federal  Reserve  in  FY  1998  by  35  percent  above  FY 
1997  levels  for  a total  of  $923  million. 

♦ Numismatic  sales  increased  by  61.5  percent,  primarily  due  to  a dramatic  increase  in  the  demand  for  uncir- 
culated gold  bullion  coins. 

♦ Five  of  six  commemorative  coin  programs  with  sales  in  FY  1998  were  profitable. 

♦ Actively  and  successfully  complied  with  the  Prompt  Payment  Act  and  significantly  increased  payments 
made  by  electronic  fiinds  transfers. 


Regulatory  Compliance 

The  Mint  is  subject  to  various  legislation  aimed  at  enhancing  the  quality  of  financial  management  information. 

Federal  Managers’  Financial  Integrity  Act 
and  Federal  Financial  Management  Improvement  Act  of  1996 


ANNUAL  ASSURANCE  STATEMENT  FISCAL  YEAR 

The  United  States  Mint  has  evaluated  its  systems  of  management  control  for  the  fiscal  year 
ending  September  30,  1998,  in  accordance  with  procedures  and  standards  prescribed  by  the  Of- 
fice of  Management  and  Budget  and  the  General  Accounting  Office.  Due  to  the  on-going  need 
for  an  integrated  enterprise-wide  management  information  system,  the  management  controls  of 
the  Mint,  taken  as  a whole,  do  not  provide  full  assurance  that  all  of  the  objectives  of  the  Federal 
Managers’  Financial  Integrity  Act  (FMFIA)  were  achieved  during  fiscal  year  (FY)  1998.  Be- 
cause of  the  lack  of  integrated  systems,  the  Mint  cannot  provide  reasonable  assurance  that  all  ob- 
jectives of  Section  4 of  the  FMFIA  were  met.  However,  the  evaluation  found  that  there  is  reason- 
able assurance  that  the  objectives  of  Section  2 of  the  FMFIA  were  achieved  during  FY  1998. 

For  the  same  reason,  the  Mint  cannot  give  assurance  that  all  of  the  provisions  of  the  Federal 
Financial  Management  Improvement  Act  of  1996  were  achieved  during  FY  1998. 

Although  the  Mint  cannot  provide  assurances  that  all  of  the  objectives  of  Section  4 of  FMFIA 
or  FFMIA  were  met  for  FY  1998,  we  have  devoted  significant  effort  to  connect  this  problem. 
Subsequent  to  September  30,  1998,  the  Mint  implemented  its  new  business  enterprise  resource 
planning  system  at  all  Mint  locations.  This  system  contains  financial  modules  that  will  bring  the 
Mint  into  compliance  with  both  Section  4 of  FMFIA  and  FFMIA.  I look  forward  to  providing 
full  assurance  in  next  year’s  report. 

Philip  N.  Diehl 
Director 

United  States  Mint 


Tlic  Mint  received  its  Hfth  consecutive  iinqualincd  audit  opinion  on  its  FY  1998  Inianeial  statements.  In 
addition,  we  made  significant  progress  toward  resolving  tlic  two  outstanding  FMFIA  Section  4 material 
non-eon formanees  that  were  reported  in  the  FY  1997  FMFIA  report.  The  two  remaining  material  non-con- 
formanecs  relate  to  the  Mint’s  need  for  an  integrated  enterprise-wide  management  information  system  and  for  re- 
lated procedures.  Although  there  are  two  non-conformanecs  carried  in  the  Treasury  system  for  tracking  FMFIA 
actions,  the  independent  public  accountants  reported  only  one  material  weakness  in  the  FY  1997  audit  report. 


The  material  non-conformanecs  open  as  of  September  30,  1998  were  the  following: 

♦ The  Mint’s  financial  management  system  is  comprised  of  diverse  mainframe,  manual,  and  personal  com- 
puter based  systems  that  are  not  integrated  and  do  not  provide  management  with  useful,  timely  information. 

♦ Procedures  for  data  consolidation  from  non-general  ledger  sources  into  financial  statements  are  not 
documented. 


In  early  FY  1999,  both  of  these  outstanding  items  were  resolved  with  the  implementation  of  the  Consolidated 
Information  System  (COINS).  The  main  purpose  of  COINS  is  to  integrate  manufacturing,  finance,  marketing,  and 
customer  service,  thereby  assuring  that  management  has  critical  and  consistent  information  to  make  strategic  and 
operational  decisions.  In  addition,  COINS  enhances  our  ability  to  comply  with  requirements  of  the  CFO  Act,  the 
Government  Performance  and  Results  Act,  the  Government  Management  Reform  Act,  and  the  Federal  Financial 
Management  Improvement  Act. 

During  FY  1998,  we  dedicated  significant  human  and  financial  resources  to  the  implementation  of  COINS.  The 
COINS  Team,  composed  of  both  Mint  and  contractor  personnel,  developed  the  interfaces  between  the  financial, 
manufacturing,  and  order  entiy  software  packages  that  are  the  basis  of  COINS.  In  addition,  the  COINS  Team  per- 
fonned  extensive  system  and  transaction  testing  to  ensure  that  the  COINS  components  were  exchanging  data  suc- 
cessfully and  that  transactions  were  processed  correctly.  Almost  all  Mint  personnel  received  training  in  one  or 
more  components  of  COINS,  with  training  scheduled  for  “just  in  time”  delivery.  From  mid-September  through  the 
middle  of  November,  members  of  the  COINS  Team  were  at  the  various  Mint  locations  to  help  with  the  conversion 
to  COINS. 

We  met  our  “go  live”  dates — October  1 for  Headquarters,  Philadelphia,  and  West  Point  and  October  3 1 for  Den- 
ver and  San  Francisco.  Any  subsequent  modifications  or  additions  to  COINS  will  be  enhancements  to  the  basic 
functionality  in  place  as  of  October  1,  1998.  With  the  implementation  of  COINS,  we  believe  we  will  meet  the  re- 
quirements of  both  the  FFMIA  and  FMFIA. 

Year  2000  Readiness 

We  identified  28  crucial  infonnation  systems  with  deficiencies  that  could  have  impeded  essential  operations 
after  December  31,  1999.  All  28  systems  have  been  replaced  or  repaired  to  be  Year  2000  (Y2K)  compliant — all 
have  been  tested,  validated,  and  placed  in  operation.  COINS  is  our  primary  means  of  overcoming  potential  Y2K 
technology  problems.  At  September  30,  1998,  we  were  reviewing  all  of  the  COINS  systems  tests  and  will  complete 
a review  of  the  implementation  effort  in  mid-Januai'y  1999.  We  have  or  will  obtain  documentation  from  external 
vendors  to  certify  that  all  supporting  hardware  and  software  are  Y2K  compliant. 

Our  non-infonnation  technology  systems  (i.e.,  telecommunications  and  other  equipment)  are  being  brought  into 
compliance  either  through  upgrade  or  replacement  in  accordance  with  the  Mint’s  Year  2000  contingency  plan.  All 
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activities  are  on  schedule.  As  of  September  30,  1998,  we  had  upgraded  the  teleeommunications  infrastructure  at 
five  of  our  six  locations.  The  remaining  location  will  be  upgraded  in  early  1999.  We  identified  19  critical  non- 
infomiation  technology  systems  with  potential  Y2K  problems.  Those  systems  will  be  addressed  in  aceordance  with 
our  Y2K  contingeney  plan.  Our  plans  and  progress  toward  meeting  eritical  milestones  are  regularly  reported  and 
discussed  with  Treasury  officials.  We  also  are  working  with  an  independent  party  to  verify  and  validate  the  Mint’s 
Y2K  eompliance  efforts.  We  are  confident  that  our  plans  will  bring  Mint  systems  into  full  Year  2000  compliance. 

We  also  sent  extensive  questionnaires  to  19  critical  suppliers  to  assess  their  Y2K  plans  and  assure  ourselves  that 
they  can  deliver  required  materials  after  1999.  Eaeh  of  the  19  suppliers  completed  and  returned  a questionnaire. 
Our  Y2K  consultant  is  inspecting  all  of  the  suppliers  to  validate  their  responses.  One  supplier  was  identified  at 
risk,  but  has  sinee  made  substantial  progress  and  should  be  in  complianee  in  early  1999. 


Prompt  Payment  Act 

During  FY  1998,  the  Mint  continued  its  progress 
to  strengthen  its  invoice  payment  process  and  was 
able  to  successfully  isolate  issues  contributing  to 
non-compliance  with  the  Department  standard.  The 
overall  percentage  of  late  payments  for  FY  1998  was 
0.9  pereent,  whieh  was  well  under  the  Department’s 
standard  of  2.0  pereent.  This  rate  was  a significant 
improvement  compared  to  the  2.3  pereent  late  pay- 
ment rate  during  FY  1997. 

EFT  Payments 


Timeliness  of  Payments  and  Compliance 
WITH  Prompt  Payment  Act 
AS  OF  Pf  I 998 


1996 


1997 


1998 


I I % of  Late  Payments  ihi  Standard  = 2% 


The  Mint  recognizes  the  efficiencies  and  cost  sav- 
ings to  the  government  of  using  electronie  funds 
transfer  (EFT)  for  its  financial  transactions.  There- 
fore, the  Mint  encourages  its  employees  and  business  partners  to  conduet  business  eleetronically.  During  the 
fourth  quarter,  the  Mint  required  all  travel  reimbursements  to  employees  be  paid  by  EFT,  thus  reaching  our 
goal  of  100  percent.  Employee  salaries  paid  by  EFT  increased  slightly  and  vendor  payments  improved  sig- 
nificantly over  the  first  quarter  FY  1998.  The  Mint  intends  to  build  on  these  suceesses  to  further  improve 
these  pereentages. 


Percentage  of  Payments  Made  by  EFT 
I ST  Quarter  Pf  I 998  v.  4th  Quarter  FT  I 998 
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Financial  Statement  Highlights 

FY  1998  was  a year  of  growth  and  profitability 
and  the  Mint  received  its  fifth  consecutive  un- 
qualified opinion  on  its  financial  statements.  The 
Mint  operated  at  a $617.0  million  surplus  for  FY 
1998  and  contributed  $562  million  to  the  Treasury 
General  Fund,  compared  to  a $446.7  million  sur- 
plus and  contribution  of  $465  million  in  FY  1997. 
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Significant  Account  Changes 

At  September  30,  199S  and  1997,  the  Mint  reported  the  following  Inianeial  statement  line  items  in  millions: 


FY1998 

FY1997 

$ Change 

% Change 

Total  assets 

$599.3 

$562.1 

$37.2 

6.6% 

Total  liabilities 

$186.2 

$186.9 

($0.7) 

(0.4%) 

Total  revenues 

$1,590.8 

$1,090.3 

$500.5 

45.9% 

Total  costs  and  expenses 

$973.8 

$643.6 

$330.2 

5 1 .3% 

Among  the  most  significant  changes  on  the  Balance  Sheet,  operating  inventories  decreased  by  $94.2  mil- 
lion in  FY  1998.  The  inventory  of  materials  used  to  produce  clad  coinage  (dimes,  quarters,  and  half-dollars) 
was  lower  by  $19.5  million.  The  demand  for  circulating  coins  exceeded  production  by  approximately  1.6 
billion  coins,  which  contributed  to  the  inventory  reduction.  In  addition,  supplies  of  the  Susan  B.  Anthony 
dollars  were  reduced  by  $44.6  million.  Further,  the  operating  inventories  of  gold  and  silver  were  lower  by 
$24.8  million,  due  to  the  extraordinary  demand  for  the  Mint’s  bullion  products. 

Overall,  Total  Assets  increased  by  more  than  six  percent  during  FY  1998.  The  Mint  increased  its  property, 
plant,  and  equipment  balance  by  $58.4  million.  This  increase  further  enhanced  capacity,  replaced  outdated 
equipment,  and  funded  the  COINS  integrated  information  system.  The  lower  operating  inventories  described 
above  were  offset  by  a higher  fund  balance  of  $95.3  million.  This  increase  is  due  to  significant  variability  of 
business  activity.  Decreases  in  Total  Liabilities  are  attributable  almost  entirely  to  lower  accounts  payable 
balances  at  the  end  of  FY  1998. 

Total  Revenue  for  FY  1998  increased  by  $500.5  million  over  FY  1997,  representing  a 45.9  percent  in- 
crease. Approximately  half,  or  $240.8  million,  of  the  increase  is  due  to  the  greater  demand  for  circulating 
coins.  The  steady,  strong  economy  is  fueling  increased  demand  for  coinage.  The  incredible  demand  for  nu- 
mismatic bullion  fueled  the  remainder  of  the  increase  in  revenues  to  the  tune  of  $259.7  million.  Sales  of  bul- 
lion and  numismatic  products  increased  by  more  than  61  percent  for  FY  1998  over  FY  1997  levels.  This  in- 
crease is  attributable  to  the  runaway  FY  1998  sales  of  uncirculated  American  Eagles,  which  were  1 17  percent 
higher  than  sales  in  FY  1997.  Numismatic  activity,  exclusive  of  the  bullion  program,  did  not  fair  as  well 
with  FY  1998  sales  down  19  percent  from  FY  1997. 

Commemorative  Coin  Program  Results 

The  table  on  the  next  page  shows  results  of  active  commemorative  coin  programs  as  reported  in  the  Quarterly 
Financial  Report  to  Congress  as  of  September  30,  1998. 
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Financial  Summary 

From  Program  Inception  Through  September  30, 1998 


Botanic 

Garden 

Franklin 

Roosevelt 

Jackie 

Robinson 

Law 

Enforcemt. 

Robert 

Kennedy 

Black 

Patriots 

Geoi'ge 

Washington 

Revenues 

$9,099 

$7,934 

$11,395 

$4,898 

$7,857 

$3,653 

$ 0 

Cost  of  Goods  Sold 

$3,364 

$3,971 

$4,836 

$1,751 

$2,378 

$1,374 

$ 53 

Selling,  General  and 

Administrative  Expenses 

$2,573 

$1,981 

$ 2,923 

$1,530 

$2,271 

$1,380 

$ 0 

Net  Profit  Before  Surcharges 

$3,162 

$1,982 

$3,636 

$1,617 

$3,208 

$ 899 

($  53) 

Surcharge  on  Revenue 

$2,482 

$1,448 

$ 2,425 

$1,344 

$1,909 

$1,040 

$ 0 

Estimated  Program  Close-out  Costs 

$ 19 

$ 59 

$ 657 

$ 75 

$ 91 

$ 145 

$ 0 

Estimated  Program  Profit 

$ 661 

$ 475 

$ 554 

$ 198 

$1,208 

tS  2861 

f$  53) 

Public  Law  104-208,  “Omnibus  Consolidated  Appropriations  Act  for  Fiscal  Year  1997,”  requires  the  Mint  to 
withhold  surcharges  from  eommemorative  coin  program  beneficiaries  until  all  production  and  marketing  costs  are 
recovered,  and  until  the  beneficiaries  have  raised  other  monies  from  private  sources  equal  to  the  maximum  amount 
of  surcharges  that  could  be  generated  from  their  eoin  program.  The  estimated  program  closeout  costs  as  required 
by  P.L.  104-208  are  included  in  the  above  table.  Estimated  closeout  costs  include  melting  and  fabrication  costs 
associated  with  unsold  coin  inventories,  manufactured  dies,  and  unused  packaging  materials.  The  Mint  fully  ex- 
pects to  recover  the  estimated  closeout  costs  through  the  sale  of  eoins.  In  the  event  that  eoin  sales  are  insufficient  to 
recover  the  total  cost  of  the  program,  the  shortfall  would  be  subtracted  from  the  surcharges  collected  reducing  the 
amount  of  surcharges  paid  to  the  beneficiary  organization. 

The  Mint  began  preparation  for  the  George  Washington  Commemorative  Program  during  FY  1998;  however, 
the  program  launch  dates  did  not  occur  until  after  the  end  of  the  fiscal  year.  As  a result,  the  Mint’s  commemorative 
eoin  program  profit  and  loss  statements  show  initial  start-up  expense,  but  no  sales  activity.  Sales  for  this  program 
will  be  reported  in  FY  1999. 

Supplemental  Statement  of  Net  Cost 

In  FY  1997  the  Federal  Accounting  Standards  Advisory  Board  (FASAB)  and  the  Office  of  Management  and 
Budget  developed  new  financial  statement  requirements  for  FY  1998.  The  Mint  presented  the  new  fomiat,  for  two 
of  the  new  statements,  one  year  ahead  of  schedule  as  supplemental  information  in  its  FY  1997  annual  report.  The 
FY  1998  supplemental  Statement  of  Net  Cost  is  included  again  in  this  report.  This  statement  displays  total  pro- 
gram costs  less  revenue  earned  attributable  to  each  of  the  Mint’s  three  eore  business  units. 

The  statement  shows  that  the  Numismatic  and  Bullion  Programs  were  self-sustaining,  with  net  program  profits 
of  $22.1  million.  The  Circulating  Coinage  Program  also  shows  net  profit  rather  than  net  cost,  making  it  a self-sus- 
taining operation.  For  FY  1998,  program  profits  were  $587.8  million.  The  Mint  sells  eirculating  coins  to  the  Fed- 
eral Reserve  Banks  at  faee  value.  However,  the  Mint  is  only  entitled  to  retain  sufficient  revenues  from  these  trans- 
aetions  to  meet  the  needs  of  the  Public  Enterprise  Fund.  The  remaining  proceeds  are  remitted  to  the  Treasuiy  Gen- 
eral Fund.  For  FY  1998,  the  Mint  transferred  $562  million  to  the  Treasui'y  General  Fund. 
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The  only  program  that  is  nol  self-sustaining  is  the  Mint’s  obligation  to  guard  the  Nation’s  gold  and  silver  re- 
serves at  Fort  Knox  and  the  other  Mint  faeilities.  The  Mint  suceesslully  fuirilled  this  mission  aetivity  during  FY 
199S  at  a eost  of$16.9  million.  1 lowever,  beeau.se  the  gold  and  silver  reserves  that  the  Mint  safeguards  exeeed 
$10.4  billion  (statutory  value)  in  FY  1998,  the  Mint’s  eost  to  perform  its  responsibilities  is  less  than  two  tenths  of  a 
eent  per  dollar  guarded. 

The  Statement  shows  that  more  than  $925  million  was  spent  in  support  of  American  commerce  during  FY  1998. 
The  most  significant  purchases  from  industry  were  for  precious  and  non-precious  metal  used  in  coin  production. 
The  Mint  also  purchased  more  than  $33  million  in  precious  metals  from  the  Treasury  (gold)  and  the  Department  of 
Defense  (silver)  for  use  in  bullion,  numismatic,  and  commemorative  coins. 

Performance  Measures 

Under  GPRA,  agencies  must  develop  performance  measures  and  plans  to  gauge  the  success  of  programs  and 
missions  against  those  barometers.  The  Mint  began  to  implement  these  requirements  into  its  budget  and  reporting 
responsibilities  in  FY  1994.  The  performance  measures  identified  in  the  Mint’s  Strategic  Plan  are  reported  upon  as 
part  of  this  annual  report.  While  core  missions  change  little  from  year  to  year,  the  Mint  continues  to  define  perfor- 
mance objectives  and  appropriate  perfomiance  outcome  measures  that  better  gauge  the  results  of  its  business  and 
activities.  The  Strategic  Plan  presents  goals  relating  to  the  Mint’s  three  mission  areas  and  three  enabling  goals. 
Within  each  goal,  multiple  objectives  and  strategies  are  identified  to  achieve  the  goal.  Finally,  specific  quantitative 
perfomiance  measures  are  provided  to  gauge  the  Mint’s  success  in  achieving  the  goal.  Within  the  context  of  this 
report,  the  Mint  is  presenting  representative  performance  measures  identified  for  its  mission. 

Circulating  Coinage 

Goal: 

Produce  coins  and  maintain  inventories  at  sufficient  levels  to  meet  Federal  Reserve  Bank  (FRB)  demand 

Measures: 

Frequency  of  time  meeting  a minimum  inventory  standard  R squared  (statistical  relationship  between  historical 
economic  data  and  coin  demand) 

Frequency  of  time  within  90%  confidence  interval 

Each  year,  the  Mint’s  goal  is  to  maintain  inventoiy 
above  prescribed  minimum  levels  within  normal  operat- 
ing capacity  100  percent  of  the  time  to  avoid  coin  short- 
ages. These  inventory  levels  are  based  upon  expected 
demand  from  the  FRBs  based  on  several  factors  includ- 
ing the  economy,  seasonal  spending  patterns,  and  sav- 
ings trends.  However,  forecast  models  must  be  used  to 
anticipate  demand  into  the  future  and  economic  reality 
may  not  always  mirror  those  projections.  Therefore,  the 
Mint  may  occasionally  experience  short-tenn  shortages 
in  inventory  levels.  Changes  to  the  Mint’s  procurement  regulations  and  operating  stmeture,  however,  have  permit- 
ted greater  flexibility  to  react  more  quickly  to  unexpected  demand.  In  FY  1998  the  Mint  met  its  inventoiy  level 
81 .8  percent  of  the  time.  The  goal  of  100  percent  was  not  met  because  actual  coin  demand  was  stronger  than  ex- 
pected in  FY  1998  and  this  demand  outstripped  the  original  baseline.  In  FY  1998,  16.6  billion  coins  were  shipped; 
an  increase  of  30.7  percent  above  the  12.7  billion  coins  delivered  in  FY  1997. 


Time  Meeting  Minimum 
Inventory  Levels 


1998  actual 


1998  goal 
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During  FY  1998,  the  Mint  produced  about  15  billion  coins.  This  reflects  a small  increase  from  the  14  billion 
coins  produced  in  1997,  but  still  represents  a decrease  in  coin  demand  from  the  unprecedented  20  billion  coin  levels 

experienced  from  FY  1994  through  FY  1996. 


Coin  Demand 
Forecast  Accuracy 


1998 

Actual 


1998 

Goal 


r 


(WITHIN  90% 
CONFIDENCE  LEVEL) 
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Another  means  of  achieving  target  inventory  levels  is  to  increase  the  quality 
of  the  forecasting  tools.  In  FY  1998,  75  percent  of  the  Mint’s  coin  demand 
forecasts  were  accurate  within  a 90  percent  confidence  level.  Work  is  being 
done  on  improving  the  forecasting  models  and  future  enhancements  may 
focus  on  further  increasing  this  confidence  level. 

Goal: 

By  2002,  reduce  the  average  unit  cost  of  circulating  coinage  by  25  percent 
(excluding  metal) 

Measure: 

Average  unit  cost  of  circulating  coin 


Average  Unit  Production  Cost 
OF  Circulating  Coinage 


The  Mint  has  established  FY  1997  as  the  baseline  against  which  to  measure  this  five-year  goal  aimed  at  improv- 
ing the  efficiency  of  producing  coins  and  eliminating  activities  that  add  no  value  to  our  products.  Since  average  unit 
costs  can  vary  greatly  depending  on  the  mix  of  cents 
and  clad  coins  produced  during  the  year,  the  Mint  re- 
ports on  these  costs  by  denomination.  The  Mint  suc- 
ceeded in  lowering  most  of  its  circulating  coin  costs 
(excluding  metals)  in  FY  1998.  For  puiposes  of  com- 
parison, the  FY  1997  average  unit  cost  of  $0.0177  was 
restated  to  the  weighted  average  unit  cost  of  $0.0059. 

In  FY  1998  the  Mint  reduced  the  average  unit  cost  of 
circulating  coinage  (excluding  metals)  to  $0.0054  rep- 
resenting a decrease  of  eight  percent  from  FY  1997. 

This  favorable  perfomiance  is  due  primarily  to  the 
production  mix. 


Numismatic/Bullion  Products 

Goal: 

Match  the  best  in  business  in  product  quality  and  customer  service 

Measures: 

American  Customer  Satisfaction  Index 

Schulman,  Ronca,  and  Bucuvalas,  Inc.  customer  survey  (SRBl) 
Internal  performance  tracking  and  measurement  system 


The  Mint  has  established  a 100  percent  goal  for  completing  various  types  of  transactions  with  customers  within 
prescribed  time  periods.  Monitoring  actual  perfomiance  against  this  goal  is  performed  weekly.  The  Mint’s  perfor- 
mance against  these  100  percent  goals  is  shown  in  the  following  table; 
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Selected  Customer  Ser\  ice  Standards 

97  Actual 

98  Actual 

98  Budget 

Calls  Returned  within  1 Day 

93% 

1 00% 

1 00% 

Refunds  Processed  within  14  Days 

41% 

73% 

1 00% 

Replacements  Processed  within  7 Days 

78% 

86% 

1 00% 

Written  Responses  Mailed  within  3 Days 

100% 

90% 

1 00% 

Bullion  Coins  Available  within  6 Days 

100% 

100% 

100% 

Improvement  was  made  in  three  of  the  five  eustomer  service  standards  and  the  stated  goal  was  attained  in  two  of 
the  five.  The  principal  reason  for  not  meeting  the  goals  related  to  the  installation  of  the  Mint’s  new  order  entry  sys- 
tem in  August  as  a part  of  the  COINS  implementation.  The  start  up  of  the  new  system  caused  delays  in  the  fourth 
quarter,  which  prevented  the  attainment  of  the  1 00  percent  goals. 


In  addition  to  the  overall  goals  stated  above,  the  Mint  has  set  targets  of  shipping  98  percent  of  commemorative 
coins  within  four  weeks  and  recurring  program  coins  within  three  weeks  of  order  date.  In  FY  1998,  the  Mint  met 
the  goal  on  82  percent  of  commemorative  coin  orders  and  on  97  percent  of  recurring  program  coin  orders.  Again, 
the  implementation  of  the  new  order  entry  system  was  the  major  factor  for  not  achieving  the  target  of  98  percent. 

Goal: 

Increase  the  contribution  margin  of  the  numismatic/bullion  operation  by  aggressively  pursuing  new  customers, 
new  market  channels,  and  new  product  lines 

Measures: 

Numismatic/bullion  contribution  margin 

Recurring,  bullion  and  commemorative  unit  sales  (in  millions) 

Recurring,  bullion  and  commemorative  sales  in  dollars  (in  thousands) 


Numismatic/Bullion  Sales 


(THOUSANDS  OF  $) 


Numismatic/Bullion  Sales 

(IN  MILLIONS  OF  UNITS) 


During  1998,  the  Mint  was  able  to  increase  product  sales.  The  Mint 
set  performance  goals  for  FY  1998  at  12.0  million  units  and  $305.1  mil- 
lion for  revenue.  Both 
goals  were  met  with  unit 
sales  of  14.0  million  and 
revenue  of  $67 1 .8  million. 

The  increased  sales  vol- 
umes were  driven  by  a 117 
percent  increase  in  bullion 
sales.  The  uncertainty  in 
monetary  markets  coupled 
with  a historically  low  price 
for  gold  likely  fueled  the 
unexpected  gold  coin  sales. 
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Indian  Head  Coin  Cuff  Links 


JFK  Half-Dollar  Money  Clip 


Walking  Liberty  Wrist  Watch 


The  Mint  has  aggressively  pursued  new  customers, 
new  market  channels,  and  new  product  lines,  while  pro- 
moting brand  awareness  and  establishing  business  part- 
nerships to  increase  sales. 

The  Mint  set  the  annual  target  rate  for  its  contribu- 
tion margin  for  numismatic  and  commemorative  prod- 
ucts at  10  percent.  In  FY  1998,  the  Mint  did  not  meet 
this  target  due  to  the  sales  product  mix.  FY  1998 
brought  unprecedented  and  unexpected  levels  of  de- 
mand for  bullion  products,  which  have  a lower  profit 
margin  than  other  numismatic  products.  Had  the  Eagle 
uncirculated  programs  perfonned  as  originally  planned, 
our  contribution  margin  would  have  been  1 1 percent. 


Contribution  Margin  of  Numismatic/Bullion 


Protection  of  Assets 

Goal: 

Provide  a level  of  security  commensurate  with  changing  threats 

Measures: 

Losses  as  a percent  of  reserve  value 
Crimes  against  persons 

The  Mint  secures  more  than  $72.8  billion  (market  value)  of  the  American  people’s  gold  and  silver.  The  Mint 
also  produced  and  shipped  approximately  $923  million  in  circulating  coinage  and  processed  approximately  $672 
million  in  customer  payments  for  numismatic  and  bullion  products.  Mint  security  forces  protect  these  assets  while 
safeguarding  more  than  2,000  Mint  employees  against  potential  threats  at  six  facilities.  In  FY  1998,  the  Mint’s 
goal  was  to  maintain  losses  at  less  than  one-one-thousandth  of  a percent  of  total  reserve  value.  The  Mint  exceeded 
this  goal  by  having  losses  of  less  than  one-ten-thousandth  of  a percent  of  reserve  value. 
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Silver  Eagle  Pocket  Knife 


Morgan  Silver  Dollars 


Mercury  Dime  Earrings 
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Financial  Statements 


DEPARTMENT  OF  THE  TREASURY  — U.S.  MINT 
STATEMENT  OF  FINANCIAL  POSITION 

(IN  THOUSANDS) 


September  30, 
1998 1997 


ASSETS 

Current  assets 

Fun(d  balances  with  Treasury  and  cash  (Note  3) 

$202,657 

$107,353 

Accounts  receivable,  net  (Note  4) 

3,572 

4,191 

Operating  inventories,  net  (Note  5) 

183,884 

278,039 

Advances  and  prepayments  (Note  6) 

3.253 

2.071 

Total  current  assets 

393,366 

391,654 

Non-current  assets 

Property,  plant  and  equipment,  net  (Note  7) 

154,608 

96,228 

Other  assets  (Note  8) 

51,349 

74,213 

Total  non-current  assets 

205,957 

170,441 

Total  assets 

$599,323 

$562,095 

LIABILITIES  AND  NET  POSITION 

Current  liabilities 

Accounts  payable  - Federal  (Note  9) 

$44,676 

$68,008 

Accounts  payable  - Non-Federal 

47,512 

18,487 

Surcharges  payable 

6,324 

7,788 

Unearned  revenue 

5,843 

3,331 

Accrued  salaries  and  benefits/unemployment  insurance 

6,011 

4,990 

Total  current  liabilities 

110,366 

102,604 

Non-current  liabilities 

Accrued  workers'  compensation  benefits 

24,523 

25,451 

Accrued  annual  leave 

6,596 

6,100 

Accounts  payable  - Federal  (Note  9) 

44,155 

50,551 

Other  liabilities 

557 

2,151 

Total  non-current  liabilities 

75,831 

84,253 

Total  liabilities 

$186,197 

$186,857 

NET  POSITION 

Fund  balance 

$413,126 

$375,238 

Total  liabilities  and  net  position 

$599,323 

$562,095 

CUSTODIAL  GOLD  AND  SILVER  RESERVES 

United  States'  gold  and  silver  reserves  (Note  10) 

$10,473,267 

$10,468,581 

Custodial  liability  to  Treasury  (Note  10) 

$10,473,267 

$10,468,581 

Net  custodial  position 

— 

— 

The  accompanying  notes  are  an  integral  part  of  these  statements. 


DEPARTMENT  OF  THE  TREASURY  — U.  S.  MINT 
STATEMENTS  OF  OPERATIONS  AND  CHANGES  IN  NET  POSITION 

(IN  THOUSANDS) 


Years  Ended 

Seotember  30, 

Revenues 

1998 

1997 

Circulating  coinage  revenue 
Sales  to  the  public  (numismatic  sales) 

Surcharges  collected  for  beneficiary  organizations  (Note  14) 
Other  revenue 

$923,487 

671,778 

(4,991) 

533 

$682,688 

415,091 

(7,839) 

335 

Total  revenues 

$1,590,807 

$1,090,275 

Costs  and  Expenses 

Cost  of  goods  sold  (Note  11) 

Selling,  general  and  administrative  expenses  (Note  12) 
Other  costs  and  expenses  (Note  13) 

895,466 

70,453 

7,903 

565,401 

71,302 

6,910 

Total  costs  and  expenses 

$973,822 

$643,613 

Financing  Sources  & Costs  Not  Assigned  to  Programs 

Imputed  financing  (Note  17) 

Less:  Additional  employee  benefit  expenses  (Note  17) 

6,862 

(6,862) 

7,344 

(7,344) 

Total  Financing  Sources  & Costs  Not  Assigned  to  Programs 

— 

— 

Excess  of  Revenues  Over  Total  costs  & Expenses 
& Financing  Sources,  before  Protection  cost 

616,985 

446,662 

Protection  Costs 

(17,097) 

(13,021) 

Excess  of  Revenues  Over  Total  Costs  & Expenses 
& Financing  Sources 

599,888 

433,641 

Net  Position,  beginning  of  year 

375,238 

406,597 

Invested  Capital 

— 

— 

Transfers  to  Treasury's  General  Fund 

(562,000) 

(465,000) 

Net  position,  end  of  year 

$413,126 

$375,238 

The  accompanying  notes  are  an  integral  part  of  these  statements. 
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DEPARTMENT  OF  THE  TREASURY 
U.S.  MINT 

STATEMENTS  OF  CASH  FLOWS 

(IN  THOUSANDS) 


Years  Encjecj  September  30, 
1998  1997 

Cash  flows  from  operating  activities: 

Excess  of  revenues  and  financing 


sources  over  total  costs  and  expenses 

$599,888 

$433,641 

Adjustments  affecting  cash  flows: 

Decrease  (Increase)  in  accounts  receivable 

619 

(2,353) 

Decrease  in  other  assets 

115,837 

15,851 

Increase  (Decrease)  in  accounts  payable 

(703) 

8,729 

Increase  in  other  liabilities 

43 

6,362 

Depreciation  and  amortization 

8,492 

6,274 

Total  adjustments 

124,288 

34,863 

Net  cash  provided  by  operating  activities 

$724,176 

$468,504 

Cash  flows  from  investing  activities: 

Purchase  of  property,  plant  and  equipment 

(66,872) 

(17,865) 

Net  cash  used  by  investing  activities 

($66,872) 

($17,865) 

Cash  flows  from  financing  activities: 

Funds  transferred  to  Treasury 

(562,000) 

(465,000) 

Net  cash  used  by  financing  activities 

($562,000) 

($465,000) 

Net  cash  provided  (used)  by  operating,  investing 

and  financing  activities  95,304  ($14,361) 


Fund  balances  with  Treasury  at  beginning  of  year  $107,353  $121,714 

Fund  balances  with  Treasury  and  cash  at  end  of  year  $202,657  $107,353 
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DEPARTMENT  OF  THE  TREASURY  — U.S.  MINT 
SUPPLEMENTAL  STATEMENT  OF  NET  COST 
FOR  YEAR  ENDED  SEPTEMBER  30,  I 998 

(IN  THOUSANDS) 


COSTS: 

NUMISMATIC  PRODUCTION  AND  SALES 


Intragovernmental 

Cost  of  Goods  Sold  $37,550 

Selling,  General  and  Administrative  848 

Other  costs  and  expenses  892 

Total  Intragovernmental  39,290 

With  the  Public 

Cost  of  Goods  Sold  574,788 

Selling,  General  and  Administrative  30,896 

Other  costs  and  expenses  0 

Total  With  the  Public  605,684 

Less  earned  revenues  667,053 

Net  program  costs  (profit)  ($22,079) 


CIRCULATING  PRODUCTION  AND  SALES 


Intragovernmental 

Cost  of  Goods  Sold  $4,259 

Selling,  General  and  Administrative  5,885 

Other  costs  and  expenses  5,970 

Total  Intragovernmental  16,114 

With  the  Public 

Cost  of  Goods  Sold  278,870 

Selling,  General  and  Administrative  32,754 

Other  costs  and  expenses  7,903 

Total  With  the  Public  319,527 

Less  earned  revenues  923,488 

Net  program  costs  (profit)  ($587,847) 


PROTECTION  OF  ASSETS 


$16,900 


COSTS  ASSIGNED  TO  OTHER  AGENCIES  (not  assigned  to  program): 


Other  post-employment  benefit  costs  $70 

Less  funding  sources  70 

Net  program  costs  (profit)  $0 

NET  COST  (PROFIT)  OF  OPERATIONS  ($593,026) 


26 


Footnotes 


DEPARTMENT  OF  THE  TREASURY 
UNITED  STATES  MINT 
NOTES  TO  THE  FINANCIAL  STATEMENTS 
FOR  FISCAL  YEAR  ENDED  SEPTEMBER  30,  1998 

(Dollars  are  in  thousands  except  Fine  Troy  Ounce  information) 

Note  1 Reporting  Entity 

Established  in  1792,  the  Mint  is  an  integral  part  of  the  Department  of  the  Treasury.  The  mission  of  the  Mint  is 
to  manufacture  coins  for  general  circulation,  to  manufacture  and  sell  numismatic  products  for  the  benefit  of  the 
federal  government  and  various  beneficiary  organizations,  and  to  protect  certain  federal  custodial  assets.  Numis- 
matic products  include  medals,  proof  coins,  uncirculated  coins,  platinum,  gold,  and  silver  bullion  coins,  and  com- 
memorative coins.  Custodial  assets  consist  primarily  of  the  United  States’  gold  and  silver  metal  reserves.  These 
custodial  reserves  are  reported  in  the  custodial  segment  of  the  Statement  of  Financial  Position. 

Manufacture  of  numismatic  products  is  financed  principally  through  sales  to  the  public.  Manufacture  of  circu- 
lating coinage  is  financed  through  sales  of  coins  at  face  value  to  the  Federal  Reserve  System.  Activities  related  to 
protection  of  federal  custodial  assets  are  funded  by  revenues  of  the  Mint’s  Public  Entei*prise  Fund  (PEF). 

Pursuant  to  Public  Law  104-52,  the  PEF  was  established  to  account  for  all  revenues  and  expenses  related  to  pro- 
duction and  sale  of  numismatic  products  and  circulating  coinage  and  protection  activities.  Expenses  accounted  for 
in  this  fund  include  the  cost  of  metals  used  in  circulating  coin  production,  the  cost  of  non-Treasury  metals  (plati- 
num, cupro-nickel,  and  zinc)  used  in  numismatic  coin  production,  fabrication  and  transportation-in  costs  for  metals 
used  in  circulating  coinage  and  numismatic  products,  and  costs  of  transporting  circulating  coinage  between  Mint 
production  facilities  and  Federal  Reserve  banks.  Other  costs/expenses  accounted  for  in  this  fund  include  costs  re- 
lated to  research  and  development  and  purchases  of  equipment,  as  well  as  capital  improvements.  PL.  104-52  states 
that  any  amount  in  the  PEF  that  is  detennined  to  be  in  excess  of  the  amount  required  by  the  PEF  shall  be  trans- 
ferred to  the  Treasury. 

Treasury’s  Bullion  Fund  (Bullion  Fund)  is  used  to  account  for  and  to  purchase  Treasury’s  gold  and  silver  used  in 
numismatic  coin  production.  The  costs  of  these  metals  remain  in  the  accounts  of  the  Bullion  Fund  until  products 
are  shipped  to  customers.  The  Bullion  Fund  is  subsequently  reimbursed  by  the  PEF  for  the  precious  metal  cost 
portion  of  the  products  sold.  The  United  States  gold  and  silver  reserves  are  also  accounted  for  in  this  fund. 

Note  2 Summary  of  Significant  Accounting  Policies 

Basis  of  Accounting 

The  accompanying  financial  statements  have  been  prepared  on  the  accmal  basis  of  accounting.  Under  the  ac- 
crual method,  revenues  are  recognized  when  earned  and  expenses  are  recognized  when  a liability  is  incuired,  with- 
out regard  to  receipt  or  payment  of  cash.  This  basis  confomts  with  generally  accepted  accounting  principles.  All 
inter-mint  transactions  and  balances  have  been  eliminated. 

Revenues 

Circulating  Coinage:  PL.  104-52,  establishing  the  PEF,  provides  for  the  sale  of  circulating  coinage  at  face  value 
to  the  Federal  Reserve  System.  Revenue  from  circulating  coinage  is  recognized  when  the  product  is  shipped  to  the 
Federal  Reserve  Banks. 
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Numismatic  Sales:  Revenue  is  recognized  when  products  are  shipped  to  customers. 

Other  Revenues:  These  are  amounts  received  principally  from  reimbursable  agreements  with  other  agencies. 

Fund  Balances  with  Treasury 

Except  for  an  imprest  fund  at  each  Mint  facility,  all  cash  is  maintained  at  the  Treasury.  The  Mint  has  disburse- 
ment authority  for  the  Bullion  Fund,  but  actual  disbursements  for  this  fund  are  recorded  in  accounts  of  the  Trea- 

SU17. 

Operating  Inventories 

Inventories  of  circulating  coinage  and  numismatic  products  are  valued  at  the  lower  of  cost  or  market  value,  with 
cost  being  determined  by  the  average  cost  method.  Absent  historical  cost  records  to  detennine  acquisition  cost  of 
the  gold  and  silver  over  the  decades,  the  statutory  rates  of  $42.2222  per  fine  troy  ounce  (FTO)  of  gold  and 
$1.292929292  per  FTO  of  silver  are  used.  All  work-in-process  gold  and  silver  inventories  have  been  included  in 
the  Mint’s  financial  statements. 

The  Defense  Logistics  Agency  (DLA)  has  loaned  the  Mint  188,170.2  ounces  of  platinum  to  be  used  as 
working  stock  for  its  platinum  programs.  In  the  agreement  with  DLA,  the  Mint  agrees  to  use  the  platinum 
and  replace  the  amount  used.  This  platinum  supply  is  not  carried  in  the  accounts  of  the  Mint;  rather,  DLA 
maintains  accountability. 

Advances  and  Prepayments 

Payments  in  advance  of  the  receipt  of  goods  and  services  are  recorded  as  prepaid  expenses  at  the  time  of  pre- 
payment and  are  expensed  when  related  goods  and  seiwices  are  received.  Advances  to  Treasury’s  Working  Capital 
Fund  are  the  primary  types  of  prepayments  and  advances. 

Property,  Plant  and  Equipment 

Property,  plant,  and  equipment  are  valued  at  cost  less  accumulated  depreciation.  Depreciation  is  computed  on  a 
straight-line  basis  over  the  estimated  useful  lives  of  related  assets  as  follows: 


ADP  Software 

1 to  1 5 years 

Machinery  and  Equipment 

1 to  20  years 

Structures,  Facilities,  and  Leasehold  Improvements 

6 to  30  years 

Costs  and  related  depreciation  of  plant  and  equipment  assets  used  jointly  in  numismatic  and  circulating  coinage 
production  are  allocated  to  each  activity  based  on  usage  percentages. 

Major  alterations  and  renovations  are  capitalized  over  the  shorter  of  a 10-year  period  or  the  remaining  useful 
life  of  the  asset  and  depreciated  on  the  straight-line  method,  while  maintenance  and  repair  costs  are  charged  to  ex- 
pense as  incurred. 

Surcharges 

Legislation  authorizing  commemorative  programs  often  requires  that  the  PEF  remit  a portion  of  the  sales  pro- 
ceeds to  beneficiary  organizations.  These  amounts  are  defined  as  “surcharges.”  A surcharges  payable  is  estab- 
lished for  surcharges  received  but  not  yet  paid  to  the  beneficiaiy. 
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FDR  Gold  Five  Dollar  Coin 


Jackie  Robinson  Legacy  Set 


Circulating  Coinage 


On  September  2S,  19^6,  P.I..  104-208,  Onuuhus  Consolidated  Approprialions  for  Fiscal  Year  1997  (the  Act), 
was  passed.  The  Aet  ehanged  the  requirements  of  paying  sureharges  for  eommemorative  eoin  programs.  The  re- 
quirements of  the  Aet  make  tlie  benefiting  organizations  full  partners  in  bearing  costs,  risks,  and  marketplace  reali- 
ties of  selling  coins.  Benefiting  organizations  cannot  receive  surcharge  payments  unless  all  operating  costs  of  the 
coin  program  are  fully  recovered.  However,  the  Mint  may  make  interim  surcharge  payments  during  a commemora- 
tive program  if  the  benefiting  organization  meets  the  eligibility  criteria  in  the  Act,  if  the  profitability  of  the  program 
is  determinable,  and  ilThe  Mint  is  assured  it  is  not  at  risk  of  a loss. 

Annual,  Sick,  and  Other  Leave 

Annual  leave  is  accrued  when  earned  and  reduced  as  leave  as  taken.  The  balance  in  the  accrued  leave  aceount  is 
calculated  using  eurrent  pay  rates.  Sick  leave  and  other  types  of  non-vested  leave  are  charged  to  operating  costs  as 
they  are  used. 

Accrued  Workers  Compensation 

A liability  is  recorded  for  estimated  fiiture  payments  to  be  made  for  workers  compensation  pursuant  to  the  Fed- 
eral Employees’  Compensation  Act  (FECA).  The  liability  is  based  on  the  net  present  value  of  estimated  future  pay- 
ments. Estimated  future  payments  to  be  made  by  the  Treasury  are  calculated  by  the  Department  of  Labor,  which 
tracks  and  pays  the  claims  and  is  subsequently  reimbursed  by  the  Treasury.  A portion  of  Treasury’s  liability  is  allo- 
cated to  the  Mint  based  on  prior  claims  payment  experience. 

Other  Liabilities 

Other  liabilities  consist  of  undeliverable  numismatic  products  and  obligations  under  capital  leases.  The  major- 
ity of  items  under  capital  lease  represent  electronic  data  processing  equipment,  i.e.,  the  mainframe  computer,  pe- 
ripheral hardware  and  other  items. 

Displays  and  Archives 

The  Mint  has  a display  area  at  eaeh  of  its  facilities  and  maintains  archives  at  its  headquarters  in  Washington, 
D.C.  The  displays  and  arehives  include  valuable  coins  and  commemoratives  minted  domestically  and  internation- 
ally and  other  artifacts  related  to  minting  operations.  These  items  are  not  included  in  balances  reported  in  these 
financial  statements.  Records  are  maintained  of  all  coins,  commemoratives,  and  valuable  artifacts.  Physical  in- 
spections are  performed  annually  to  assure  aceountability. 

Protection  Costs 

The  Mint  is  responsible  for  safeguarding  much  of  the  Federal  government’s  precious  metals  and  strategic  stock- 
piles. These  eosts  are  borne  by  the  Mint,  but  are  not  directly  related  to  the  circulating  or  numismatic  coining  opera- 
tions of  the  Mint.  Organizationally,  the  Protection  Strategic  Business  Unit  is  a separate  line  of  business  from  coin- 
ing operations. 

Note  3 Fund  Balances  with  Treasury  and  Cash 

Components  of  fund  balances  with  Treasury  at  September  30  are  as  follows: 


1998 

1997 

Revolving  fund 

$202,627 

$107,319 

Imprest  fund 

30 

34 

$202,657 

$107,353 

Proof  Sets 


Silver  Proof  Sets  Uncirculated  Sets  American  Eagle  Gold  Bullion 
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At  September  30,  1998  and  1997,  revolving  Hind  balances  included  $6.32  million  and  $7.79  million,  respec- 
tively, in  restricted  amounts  for  possible  payment  of  surcharges  to  beneficiary  organizations.  Revolving  fund  bal- 
ances also  include  amounts  in  budgetary  clearing  accounts. 

Note  4 Accounts  Receivable 

Components  of  accounts  receivable  at  September  30  are  as  follows; 


1998 

1997 

Accounts  receivable.  Federal 

$ 113 

$ 34 

Accounts  receivable,  non-Federal 

3,639 

4,887 

Less  allowance  for  doubtful  accounts 

(180) 

(730) 

$3,572 

$4,191 

Accounts  receivable  consist  primarily  of  amounts  due  from  bulk  purchases  of  gold  and  bullion  coins  near  year- 
end.  These  amounts  were  subsequently  paid  in  early  FY  1999. 

Beginning  in  FY  1997,  an  allowance  for  uncollectible  customer  accounts  receivable  was  established  for  all  ac- 
counts that  are  delinquent  more  than  90  days.  However,  the  Mint  will  continue  collection  action  as  specified  by  the 
Debt  Collection  Improvement  Act  of  1996. 

Note  5 Operating  Inventories 

The  components  of  operating  inventories  at  September  30  are  summarized  below: 


1998 

1997 

Numismatic  Programs: 

Operating  components 

$62,192 

$94,301 

Supplies 

5,677 

8,721 

Dies 

2,250 

2,024 

Allowance  for  program  closeout 

(657) 

(7,003) 

Sub-Total  Numismatic 

$69,462 

$98,043 

Circulating  Coinage  Program: 

Operating  components 

$104,384 

$170,354 

Supplies 

8,834 

8,740 

Dies 

1,204 

902 

Sub-Total  Circulating  Coinage 

$114,422 

$183,884 

$179,996 

$278,039 
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Operating  components  of  inventories  include  direct  materials,  direct  lalior,  and  overhead  for  work-in-process 
and  finished  goods  inventories.  Direct  materials  consist  of  metals,  fabrication  costs,  and  transportation-in  costs 
(costs  related  to  the  shipment  of  metals  from  fabricators  and  between  Mint  facilities).  Direct  labor  consists  of  di- 
rect factory  labor  costs,  and  overhead  consists  of  indirect  labor  costs,  indirect  materials,  utilities,  and  depreciation. 
Costs  of  metals  (including  fabrication  and  transportation-in  costs)  in  the  operating  components  at  September  30  are 
as  follows: 


1998 

1997 

Gold 

$33,248 

$52,220 

Silver 

9,088 

14,910 

Clad  (non-precious) 

69,604 

89,098 

Platinum 

5,826 

4,871 

$117,766 

$161,099 

With  the  exception  of  Susan  B.  Anthony  dollars  (SBAs),  finished  domestic  coins  (included  in  the  operating 
components  of  the  circulating  coinage  program)  are  valued  at  cost.  The  number  of  SBAs  included  in  the  operating 
components  in  FY  1998  and  FY  1997  is  33,207,967  and  77,853,490,  respectively.  When  SBAs  were  originally 
produced,  an  amount  equal  to  face  value  less  associated  costs  was  transfeired  to  the  General  Fund.  P.L.  104-52 
provides  for  the  sale  of  circulating  coinage  at  face  value  to  the  Federal  Reserve  System.  To  accommodate  this 
change,  without  duplicating  the  net  of  face  value  amounts  previously  transferred  to  the  General  Fund,  those  SBAs 
remaining  in  inventory  are  included  at  face  value. 

Note  6 Advances  and  Prepayments 

The  components  of  advances  and  prepayments  at  September  30  are  summarized  below: 


1998 

1997 

Federal: 

Prepaid  postage  services 

$ 0 

$ 299 

Advances  to  others 

2,380 

1,343 

$2,380 

$1,642 

Non-Federal: 

Other  prepayments 

687 

343 

Advances  to  others 

186 

86 

$ 873 

$ 429 

$3,253 

$2,071 

Advances  to  others-Federal  is  the  amount  the  Mint  pays  into  the  Treasury  Working  Capital  Fund.  Advances  to 
others-non-Federal  eonsists  primarily  of  advances  to  employees  such  as  travel. 
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Note  7 


Property,  Plant  and  Equipment 


Components  of  property,  plant  and  equipment  at  September  30  are  as  follows; 


1998 

1997 

Land 

$ 2,529 

$ 2,527 

Structure,  facilities. 

88,025 

77,940 

& leasehold  improvements 

New  computer  system 

37,000 

6,463 

ADP  software 

602 

563 

Machinery  & equipment 

131,015 

104,806 

Assets  under  capital  lease 

692 

692 

$259,863 

$192,991 

Less  accumulated  depreciation 
& amortization 

(105,255) 

$154,608 

(96,763) 

$ 96,288 

Mint  facilities  used  to  manufacture  circulating  coinage  and  numismatic  products  are  owned  by  the  Mint  and 
located  in  San  Francisco,  Calif,  Philadelphia,  Pa.,  Denver,  Colo.,  and  West  Point,  N.Y.  In  addition,  the  Mint  owns 
the  land  and  buildings  at  the  Fort  Knox  Bullion  Depository  in  Kentucky. 

Depreciation  and  amortization  expense  charged  to  operations  for  FY  1998  and  FY  1997  were  $9,536  million 
and  $8,923  million,  respectively.  The  majority  of  items  under  capital  lease  are  various  pieces  of  electronic  data 
processing  equipment,  i.e.,  the  mainframe  computer,  peripheral  hardware  and  other  items. 

Note  8 Other  Assets 

Other  assets  consist  primarily  of  $44,155  million  and  $50,551  million  due  from  the  Defense  Logistics  Agency 
(DLA)  at  September  30,  1998  and  1997,  respectively  for  silver  that  DLA  owes  to  the  Treasury. 

In  addition,  the  Mint  enters  into  contracts  for  purchases  of  platinum  with  a negotiated  delayed  delivery.  These 
contracts  remain  open  until  the  Mint  accepts  delivery  of  the  material  and  closes  out  the  contracts.  The  amount  of 
platinum  material  owed  to  the  Mint  through  these  contracts  was  $13,463  million  at  September  30,  1997.  There 
were  no  delayed  delivery  contracts  classified  as  Other  Assets  as  of  September  30,  1998. 

Also  included  in  other  assets  are  progress  payments  (prepayments)  for  equipment  and  building  improvements 
under  construction.  The  Mint  has  initiated  a Mint-wide  security  upgrade,  which  requires  progress  payments  be 
made  to  the  constmction  contractors.  In  FY  1998  and  FY  1997,  such  payments  totaled  $7,008  million  and  $9,833 
million,  respectively. 


32 


Kennedy  Half-Dollar 


Proof  Sets 


Silver  Proof  Sets 


Uncirculated  Sets 


Note  9 


Accounts  Payable  - Federal 


Altlioiigh  Treasury  gold  and  silver  are  recorded  in  the  aceounls  oiTlie  Bullion  Fund  (Note  I ),  the  operating  por- 
tion of  gold  and  silver,  also  referred  to  as  work-in-process  and  llnished  goods,  is  rellected  in  the  Mint’s  financial 
statements.  Reimbursements  for  the  cost  of  precious  metal  used  in  numismatic  operations  are  made  to  the  Bullion 
Fund  when  the  resulting  products  are  shipped  to  customers.  Accordingly,  an  offsetting  Accounts  Payable-Federal 
exists  at  the  end  of  the  fiscal  year  that  includes  work-in-process  gold  and  silver  metal  costs  that  will  subsequently 
be  reimbursed  to  the  Bullion  Fund  when  the  resulting  products  are  sold  and  shipped. 

The  following  is  a summary  of  Accounts  Payable-Federal  at  September  30,  1998  and  1997; 


1998 

1997 

Current: 

Metal  used  as  working  stock  inventoiy 

$40,728 

$63,514 

Funds  to  be  transferred  to  others 

3,948 

4,494 

$44,676 

$68,008 

Non-Current: 

Metal  at  DLA  for  future  working  stock 

$44,155 

$50,551 

$44,155 

$50,551 

The  funds  to  be  transferred  to  others  resulted  from  the  sale  of  metal  used  in  Mint  products  and  other  amounts 
owed  to  Federal  entities,  primarily  the  Treasury  and  DLA. 

Note  10  Custodial  Gold  and  Silver  Reserves 

The  Mint  is  responsible  for  safeguarding  much  of  the  nation’s  precious  metals  and  strategic  stockpiles  and  is  the 
custodian  of  a significant  portion  of  the  United  States’  gold  and  silver  reserves.  These  resources  are  reported  in  the 
custodial  segment  of  the  Statement  of  Financial  Position  at  the  lower  of  cost  or  market  value.  Absent  historical 
cost  records  to  detennine  the  acquisition  cost  of  the  gold  and  silver  over  the  decades,  statutory  rates  of  $42.2222 
per  FTO  of  gold  and  $1.292929292  per  FTO  of  silver  are  used  to  value  the  entire  custodial  reserves  held  by  the 
Mint.  An  offsetting  custodial  liability  is  also  reported  for  these  assets.  For  purposes  of  comparison,  the  market 
value  of  these  assets  is  disclosed  in  this  note. 


Jackie  Robinson  Legacy  Set 


FDR  Pendant 


Black  Patriots  Silver  Dollar 


33 


Amounts  and  values  of  custodial  gold  and  silver  in  the  custody  of  the  Mint  at  September  30  are  as  follows: 


1998 

1997 

Gold: 

Inventories  (FTO)* 

247,477,783 

247,464,103 

Market  Value  ($  per  FTO) 

$293.85 

$332.10 

Market  Value  ($  in  thousands) 

$72,721,347 

$82,182,829 

Statutory  Value  ($  in  thousands) 

$10,449,056 

$10,448,479 

Silver: 

Inventories  (FTO)* 

18,725,238 

15,548,017 

Market  Value  (S  per  FTO) 

$5.39 

$5.17 

Market  Value  (S  in  thousands) 

$100,929 

$80,383 

Statutory  Value  ($  in  thousands) 

$24,211 

$20,102 

Total  Market  Value  of  Custodial 

Gold  and  Silver  Reserves  ($  in  thousands) 

$72,822,276 

$82,263,212 

Total  Statutory  Value  of  Custodial 

Gold  and  Silver  Reserves  ($  in  thousands) 

$10,473,267 

$10,468,581 

* Custodial  gold  and  silver  FTOs  are  transferred  to  the  PEF  for  numismatic  operations.  The  PEF  replenishes 
the  custodial  reserves  with  purchases  of  newly  mined  gold.  In  addition,  the  Defense  Logistics  Agency  transferred 
silver  to  the  custodial  reserves. 


Note  11  Costs  of  Goods  Sold 

Following  are  components  of  cost  of  goods  sold  FY  1998  and  FY  1997: 


1998 

1997 

Finished  goods,  beginning  inventory 

$19,602 

$ 6,573 

Cost  of  goods  manufactured: 

Work-in-process,  beginning  inventory 

2,305 

7,203 

Metals,  fabrication,  and  transportation-in 

789,840 

464,010 

Direct  Labor 

20,700 

16,549 

Manufacturing  overhead 

81,524 

92,973 

Work-in-process,  ending  inventory 

(6.202) 

(2.305) 

Total  cost  of  goods  manufactured 

$888,167 

$578,430 

Cost  of  goods  available  for  sale 

$907,769 

$585,003 

Finished  goods,  ending  inventory 

(12,303) 

(19,602) 

Cost  of  goods  sold 

$895,466 

$565,401 
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Note  12 


Sclliiiji,  General  and  Administrative  Expenses 


Following  arc  components  of  selling,  general  and  administrative  expenses  for  FY  1998  and  FY  1997; 


199S 

1997 

Selling  Expenses: 

Marketing  (including  Customer  Service  Center  rent) 

$ 1 8,294 

$ 1 7,602 

Advertising  (including  postage  to  mail  brochures) 

7,890 

11,148 

$26, 1 84 

$28,750 

Other  salaries  and  benefits 

$18,400 

$20,195 

Computer  services 

7,209 

5,447 

Transportation,  communication,  & training 

5,108 

2,432 

Supplies 

2,172 

2,748 

Depreciation 

872 

748 

Rent 

3,126 

3,682 

Other  administrative  services 

4,106 

4,665 

Transportation  to  Federal  Reserve  Banks  (FRB) 

3,276 

2,635 

$44,269 

$42,552 

$70,453 

$71,302 

Note  13  Other  Costs  and  Expenses 

These  consist  primarily  of  returns  of  mutilated  or  uncurrent  coins  to  the  Mint.  The  Mint  reimburses  the  entity 
that  sent  in  the  coins  for  the  face  value  of  these  coins  if  the  coins  are  individually  identifiable.  If  the  coins  have 
melted  (as  in  a fire),  the  Mint  reimburses  the  entity  an  amount  based  on  the  metal  content  of  the  melted  mass. 

Note  14  Surcharges  Collected 

Following  are  components  of  surcharges  collected  by  product  and  beneficiary  organization  for  FY  1998  and  FY 
1997.  The  surcharge  recipients  of  programs  subject  to  the  provisions  of  P.L.  104-208  must  meet  certain  require- 
ments before  the  Mint  can  make  surcharge  payments.  These  requirements  include  raising  matching  funds  and  pro- 
viding audited  financial  statements. 
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Commemorative  Program 


Beneflciary  Organization 


1998  1997 


Sales 

Period 


Programs  Prior  to  1997 

Yosemite  Medal 

National  Park  Foundation 

— 

— 

1992/97 

1996  Olympic  Games 

Atlanta  Committee  for  Olympic  Games 

148 

1,666 

1995/96/97 

Smithsonian 

Smithsonian  Institution 

— 

300 

1996/97 

National  Community  SeiT/ice 

National  Community  Service  Tnist 

— 

81 

1996/97 

Programs  Subject  to  PL.  104-208 

U.  S.  Botanic  Gardens 

Natl.  Fund  for  the  U.  S.  Botanic  Gardens 

no 

2,371 

1997 

Jackie  Robinson 

Jackie  Robinson  Foundation 

398 

2,030 

1997/98 

Franklin  Delano  Roosevelt 

FDR  Memorial  Commission 

75 

1,373 

1997/98 

Natl.  Law  Enforcement  Officers  Memorial 

Natl.  Law  Enforcement  Memorial 
Maintenance  Fund 

1,310 

18 

1997/98 

Black  Patriots 

Black  Revolutionary  War  Patriots  Memorial 

1,041 

— 

1998/99 

Robert  F.  Kennedy 

RFK  Memorial 

1,909 

— 

1998 

$4,991 

$7,839 

Note  15  Lease  Commitments 

The  Mint  leases  space  in  three  buildings  in  Washington,  D.C.  and  three  in  San  Francisco.  One  of  the  Washing- 
ton buildings  and  the  warehouse  space  in  San  Francisco  are  leased  from  the  General  Services  Administration 
(GSA),  which  charges  a fee  that  approximates  the  commercial  rental  rates  for  similar  properties.  The  remaining 
buildings  are  leased  from  private  sources. 

At  September  30,  1998,  rental  amounts  committed  in  future  years  are  summarized  as  follows: 


1999 

$1,934 

2000 

1,375 

2001 

451 

2002 

425 

$4,185 

Total  rental  expense  was  $3,524  million  and  $3,682  million  in  FY  1998  and  1997,  respectively. 

In  December  1997,  the  Mint  entered  into  a long-term  lease  commitment  (20  years)  for  commercial  office  space 
to  be  located  at  801  Ninth  Street,  NW,  Washington,  D.C.  The  present  value  of  the  rental  payments  through  the  year 
2021  is  $81 .7  million,  using  a discount  rate  of  6.2%.  These  payments  will  begin  in  FY  2000. 
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Note  16 


Coiitiiij»encies 


The  Mint  is  subject  to  legal  proceedings  and  claims  which  arise  in  the  ordinary  course  of  its  business.  Judg- 
ments, if  any,  resulting  from  pending  litigation  against  the  Mint  generally  would  be  satisfied  from  the  Department 
of  Treasury  Judgment  Fund.  In  the  opinion  of  management,  the  ultimate  resolution  of  these  actions  will  not  materi- 
ally alTcct  the  Mint’s  financial  position  or  the  results  of  its  operations. 

Note  17  Retirement  Plans  and  Other  Postemployment  Costs  (Imputed  Financing) 

At  the  end  of  FY  1998,  approximately  33  percent  of  the  Mint’s  employees  participate  in  the  Civil  Serviee  Re- 
tirement System  (CSRS),  to  which  the  Mint  contributes  seven  pereent  of  pay.  On  January  I,  1987,  the  Federal  Em- 
ployees’ Retirement  System  (FERS)  went  into  effect  pursuant  to  RE.  99-335.  Most  employees  hired  after  Decem- 
ber 31,  1983  are  automatically  covered  by  FERS  and  Social  Security.  Employees  hired  prior  to  January  1,  1984 
could  elect  to  join  FERS  or  remain  in  CSRS. 

A primary  feature  of  FERS  is  that  it  offers  a savings  plan  to  which  the  Mint  automatically  contributes  1 percent 
of  pay  and  matches  any  employee  eontributions  up  to  an  additional  4 percent  of  pay.  FERS  employees  are  allowed 
a maximum  annual  contribution  of  10  percent  of  salary.  Employees  participating  in  FERS  are  covered  by  the  Fed- 
eral Insurance  Contribution  Aet  (FICA)  for  which  the  Mint  contributes  a matching  amount  to  the  Soeial  Security 
Administration. 

Although  the  Mint  contributes  a portion  for  pension  benefits  and  makes  the  neeessary  payroll  deductions,  it  is 
not  responsible  for  administering  either  CSRS  or  FERS.  Therefore,  the  Mint  does  not  report  CSRS  or  FERS  assets, 
accumulated  plan  benefits,  or  unfunded  liabilities,  if  any,  applieable  to  Mint  employees.  Responsibility  for  report- 
ing such  amounts  is  the  responsibility  of  the  Office  of  Personnel  Management  (0PM).  The  Mint  is  recognizing  its 
share  of  the  cost  of  providing  a pension  benefit  to  eligible  employees  with  an  offset  classified  as  imputed  financing. 
0PM  has  provided  the  Mint  with  certain  cost  factors  that  estimate  the  true  cost  of  providing  the  pension  benefit  to 
cun’ent  employees.  The  eost  faetors  of  24.2  percent  of  basic  pay  for  CSRS-covered  employees  and  1 1.5  percent  of 
basic  pay  for  FERS-covered  employees  were  in  use  for  both  FY  1998  and  FY  1997. 

The  following  table  shows  the  amounts  that  the  PEF  contributed  to  the  retirement  plans  and  Social  Security  in 
FY  1998  and  FY  1997,  respectively. 


1998 

1997 

Civil  Service  Retirement  System 

$ 2,613 

$ 2,351 

Federal  Employees  Retirement  System 
(Retirement  & Thrift  Savings  Plan) 

7,138 

6,811 

Social  Security  System 

4,639 

4,278 

$14,390 

$13,440 

The  Mint  is  also  recognizing  its  share  of  the  future  cost  of  post-retirement  health  benefits  and  life  insurance  for 
employees  while  they  are  still  working  with  an  offset  classified  as  imputed  financing.  0PM  continues  to  report  the 
overall  liability  of  the  federal  government  and  make  direet  recipient  payments.  0PM  also  has  provided  certain  cost 
factors  that  estimate  the  time  cost  of  providing  the  post-retirement  benefit  to  current  employees.  The  cost  factor 
relating  to  health  benefits  is  $2,529  and  $2,493  per  employee  enrolled  in  the  Federal  Employees  Health  Benefits 
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Program  in  FY  1998  and  1997,  respectively.  The  cost  factor  relating  to  life  insurance  is  two-one  hundredths 
percent  (.02%)  of  basic  pay  for  employees  enrolled  in  the  Federal  Employees  Group  Life  Insurance  Program  for  FY 
1998  and  1997. 

The  amount  of  employees’  benefit  expense  incun'ed  by  the  Mint  for  FY  1998  and  1997  is  as  follows  (before  the 
offset  for  imputed  financing); 


1998 

1997 

Pension  Expense 

$2,576 

$3,034 

Health  Benefits 

4,272 

4,296 

Life  Insurance 

14 

14 

$6,862 

$7,344 

Note  18  Related  Parties 

The  Mint  is  subject  to  management  control  by  the  Secretary  of  the  Treasury. 

The  PEF  does  not  reimburse  the  Bullion  Fund  for  gold  and  silver  used  for  numismatic  production  until  finished 
goods  are  shipped  to  customers.  Hence,  the  cost  of  capital  associated  with  carrying  these  inventories  is  borne  by 
the  Treasury.  As  an  offsetting  matter,  the  Mint  does  not  receive  interest  on  its  cash  account  at  Treasury. 

The  Mint  is  required  by  legislation  to  obtain  silver  to  be  used  in  minting  of  commemoratives  from  the  DLA 
stockpiles.  The  Mint  reimburses  the  DLA  at  the  market  price  for  silver,  less  the  statutory  rate  of  $ 1 .292929292  per 
FTO.  The  $1.292929292  per  FTO  is  paid  by  the  Mint  to  the  Treasury. 

During  FY  1998  and  FY  1997,  payments  were  made  to  the  following  government  entities: 


1998 

1997 

Government  Printing  Office 

$ 200 

$ 400 

U.S.  Postal  Service 

4,200 

9,200 

General  Services  Administration 

3,700 

3,300 

$8,100 

$12,900 

The  Mint  shipped  approximately  $923  million  in  coins  to  the  Federal  Reserve  Board  in  FY  1998.  This  amount 
represents  a 35%  increase  over  FY  1997  shipments  that  approximated  $683  million. 

Numismatic  orders,  checks,  and  credit  card  orders  are  processed  by  a commercial  bank.  Fees  associated  with 
these  services  are  absorbed  by  the  Treasury  and  are  not  reflected  in  the  Mint’s  financial  statements. 
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INDEPENDENT  AUDITOR’S  REPORT 
ON  THE  FINANCIAL  STATEMENTS 


UNITED  STATES  DEPARTMENT  OF  THE  TREASURY 
Office  of  Inspector  General 

We  have  audited  the  accompanying  statements  of  financial  position  of  the  United  States  Mint  (Mint),  a bureau 
of  the  Department  of  the  Treasury,  as  of  September  30,  1998  and  1997,  and  the  related  statements  of  opera- 
tions and  changes  in  net  position,  and  cash  flows  for  the  fiscal  years  then  ended.  These  financial  statements 
are  the  responsibility  of  the  Mint’s  management.  Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audits.  We  did  not  audit  the  United  States’  gold  and  silver  reserves  (Custodial  Gold 
and  Silver  Reserves)  for  which  the  Mint  serves  as  custodian.  These  reserves  were  audited  by  the  United 
States  Department  of  the  Treasury,  Office  of  the  Inspector  General  (OIG)  whose  report  has  been  furnished  to 
us,  and  our  opinion,  insofar  as  it  relates  to  these  reserves,  is  based  solely  on  the  report  of  the  OIG. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards;  the  standards  applicable 
to  financial  audits  contained  in  Government  Auditing  Standards,  issued  by  the  Comptroller  General  of  the 
United  States;  and  Office  of  Management  and  Budget  (0MB)  Bulletin  98-08,  Audit  Requirements  for  Federal 
Financial  Statements,  as  amended.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  rea- 
sonable assurance  about  whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  in- 
cludes examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  state- 
ments. An  audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audits 
and  the  report  of  the  OIG  provide  a reasonable  basis  for  our  opinion. 

In  our  opinion,  based  on  our  audits  and  the  report  of  the  OIG,  the  financial  statements  referred  to  above,  pre- 
sented fairly,  in  all  material  respects,  the  financial  position  of  the  Mint  as  of  September  30,  1998  and  1997,  the 
results  of  its  operations,  the  changes  in  its  net  position,  and  its  cash  flows  for  the  years  then  ended  in  confor- 
mity with  generally  accepted  accounting  principles. 

Our  audit  was  conducted  for  the  purpose  of  forming  an  opinion  on  the  financial  statements  taken  as  a whole. 
The  accompanying  supplemental  statement  of  net  cost  is  presented  for  purposes  of  additional  analysis  and  is 
not  a required  part  of  these  financial  statements.  Such  information  has  been  subjected  to  the  auditing  proce- 
dures applied  in  the  audit  of  the  financial  statements  and,  in  our  opinion,  is  fairly  stated  in  all  material  respects 
in  relation  to  the  financial  statements  taken  as  a whole.  The  information  in  the  “Management  Discussion  and 
Analysis”  (MD&A)  is  not  a required  part  of  the  financial  statements  referred  to  above.  This  information  has  not 
been  subjected  to  the  auditing  procedures  applied  in  the  audit  of  the  financial  statements  and,  accordingly,  we 
express  no  opinion  on  it. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  reports  dated  January  8,  1999  on 
our  consideration  of  the  Mint’s  internal  control  over  financial  reporting,  and  on  our  tests  of  its  compliance  with 
certain  provisions  of  applicable  laws  and  regulations. 

Washington,  DC 
January  8,  1999 


Jefferson  Nickel 
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INDEPENDENT  AUDITOR’S  REPORT 
ON  INTERNAL  CONTROL 


UNITED  STATES  DEPARTMENT  OF  THE  TREASURY 
Office  of  Inspector  General 

We  have  audited  the  financial  statements  of  the  United  States  Mint  (Mint),  a bureau  of  the  Department  of 
the  Treasury,  as  of  and  for  the  year  ended  September  30,  1998,  and  have  issued  our  report  thereon 
dated  January  8,  1999.  The  United  States’  gold  and  silver  reserves,  for  which  the  Mint  serves  as  custodian, 
were  audited  by  the  OIG.  We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards; 
the  standards  applicable  to  financial  audits  contained  in  Government  Auditing  Standards,  issued  by  the  Comp- 
troller General  of  the  United  States;  and  Office  of  Management  and  Budget  (0MB)  Bulletin  98-08,  Audit  Re- 
quirements for  Federal  Financial  Statements,  as  amended. 

In  planning  and  performing  our  audit,  we  considered  the  Mint’s  internal  control  over  financial  reporting  by  ob- 
taining an  understanding  of  the  Mint’s  internal  controls,  determined  whether  these  internal  controls  had  been 
placed  in  operation,  assessed  control  risk,  and  performed  tests  of  controls  in  order  to  determine  our  auditing 
procedures  for  the  purpose  of  expressing  our  opinion  on  the  financial  statements  and  not  to  provide  assurance 
on  the  internal  control  over  financial  reporting.  Consequently,  we  do  not  provide  an  opinion  on  internal  con- 
trols. 

Our  consideration  of  the  internal  control  over  financial  reporting  would  not  necessarily  disclose  all  matters  in 
the  internal  control  over  financial  reporting  that  might  be  reportable  conditions.  Under  standards  issued  by  the 
American  Institute  of  Certified  Public  Accountants,  reportable  conditions  are  matters  coming  to  our  attention 
relating  to  significant  deficiencies  in  the  design  or  operation  of  the  internal  control  that,  in  our  judgment,  could 
adversely  affect  the  Mint’s  ability  to  record,  process,  summarize,  and  report  financial  data  consistent  with  the 
assertions  by  management  in  the  financial  statements.  Material  weaknesses  are  reportable  conditions  in 
which  the  design  or  operation  of  one  or  more  of  the  internal  control  components  does  not  reduce  to  a relatively 
low  level  the  risk  that  may  occur  and  not  be  detected  within  a timely  period  by  employees  in  the  normal  course 
of  performing  their  assigned  functions. 

We  noted  a matter  involving  the  internal  control  and  its  operation  that  we  consider  to  be  a reportable  condition 
and  a material  weakness. 

Systems  integration  project  needs  to  be  aggressively  pursued:  For  the  fiscal  year  ended 
September  30,  1998,  the  primary  financial  management  system  supporting  Mint  reporting 
continued  to  be  comprised  of  diverse  mainframe,  manual  and  PC-based  systems.  These 
systems  were  not  integrated  and  did  not  provide  management  with  useful,  timely  information. 

Overall,  the  system  did  not  generate  consolidated  financial  information  and  management  relied 
upon  extensive  manual  cost  accumulation  and  reconciliation  procedures  for  reporting  financial 
information. 

As  a result,  management  was  precluded  from  effectively  measuring  operating  goals  and 
monitoring  progress  in  achieving  them. 
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INDEPENDENT  AUDITOR’S  REPORT 
ON  INTERNAL  CONTROL,  CONTINUED 


The  Mint  is  aware  of  these  deficiencies  in  the  existing  financial  management  systems  and 
has  continued  with  implementation  of  a replacement  for  them  during  fiscal  year  1998. 

The  new  Consolidated  Information  System  (COINS)  was  brought  on  line  during  October 
and  November  1998,  however,  it  is  not  yet  being  used  for  routine  financial  reporting. 

The  old  systems  have  been  “frozen”  (except  for  year-end  audit  adjustments),  and  there  is 
no  plan  to  perform  any  substantive  parallel  testing  between  the  old  financial  systems  and  COINS. 

In  connection  with  the  conversion,  the  Mint  discontinued  remediation  efforts  on  the  old  systems. 

As  part  of  the  Mint’s  Year  2000  (Y2K)  compliance  effort,  all  coding  and  testing  of  those 
systems  was  stopped.  Management  is  now  relying  on  the  availability  of  the  core  financial 
reporting  capabilities  of  COINS,  which  is  believed  to  be  Y2K-compliant,  as  its  primary 
Y2K  contingency  plan.  As  a result,  the  Mint  is  no  longer  relying  upon  any  system  that 
has  been  proven  to  support  reliable  financial  reporting  that  addresses  prior-year  concerns, 
and  Y2K-compliant  operations  in  a full-scale  production  environment. 

While  we  believe  that  the  Mint  has  established  a strong  program  to  ensure  adequate  testing 
and  reliable  startup  of  COINS-based  financial  reporting  during  fiscal  year  1999,  we  recommend 
management  pursue  the  timely  completion  of  acceptance  testing  of  COINS,  and  ensure 
a well-structured  and  defined  effort  to  establish  the  reliability  of  starting  balances,  reconciling 
items,  and  routine  accounting  and  reporting  procedures  early  in  this  critical  year. 

In  addition,  with  respect  to  internal  controls  related  to  performance  measures  reported  in  the  “Management 
Discussion  and  Analysis”,  we  obtained  an  understanding  of  the  design  of  significant  internal  controls  relating  to 
the  existence  and  completeness  assertions,  as  required  by  0MB  Bulletin  98-08,  as  amended.  Our  procedures 
were  not  designed  to  provide  assurance  on  internal  control  over  reported  performance  measures,  and  accord- 
ingly, we  do  not  provide  an  opinion  on  such  controls. 

We  also  noted  other  matters  involving  the  internal  control  over  financial  reporting  which  have  been  reported  to 
the  management  of  the  Mint  in  a separate  letter  dated  January  8,  1 999. 

This  report  is  intended  solely  for  the  information  and  use  of  the  OIG  of  the  Department  of  the  Treasury,  the 
management  of  the  Mint,  0MB  and  Congress,  and  is  not  intended  to  be  and  should  not  be  used  by  anyone 
other  than  these  specified  parties. 


Washington,  DC 
January  8,  1999 
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INDEPENDENT  AUDITOR’S  REPORT 
ON  COMPLIANCE  WITH  LAWS  AND  REGULATIONS 


UNITED  STATES  DEPARTMENT  OF  THE  TREASURY 
Office  of  Inspector  General 

We  have  audited  the  financial  statements  of  the  United  States  Mint  (Mint),  a bureau  of  the  Department  of  the 
Treasury,  as  of  and  for  the  year  ended  September  30,  1998,  and  have  issued  our  report  thereon  dated  January 
8,  1999.  The  United  States’  gold  and  silver  reserves,  for  which  the  Mint  serves  as  custodian,  were  audited  by 
the  OIG.  We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards;  the  standards 
applicable  to  financial  audits  contained  in  Government  Auditing  Standards,  issued  by  the  Comptroller  General 
of  the  United  States;  and  Office  of  Management  and  Budget  (0MB)  Bulletin  98-08,  Audit  Requirements  for 
Federal  Financial  Statements,  as  amended. 

The  management  of  the  Mint  is  responsible  for  complying  with  laws  and  regulations  applicable  to  the  agency. 
As  part  of  obtaining  reasonable  assurance  about  whether  the  agency’s  financial  statements  are  free  of  mate- 
rial misstatement,  we  performed  tests  of  the  Mint’s  compliance  with  certain  provisions  of  laws  and  regulations, 
noncompliance  with  which  could  have  a direct  and  material  effect  on  the  determination  of  financial  statement 
amounts  and  certain  other  laws  and  regulations  specified  in  0MB  Bulletin  98-08,  including  the  requirements 
referred  to  in  the  Federal  Financial  Management  Improvement  Act  (FFMIA)  of  1996. 

The  results  of  our  tests  of  compliance  disclosed  no  instances  of  noncompliance  with  the  laws  and  regulations 
described  in  the  preceding  paragraph,  exclusive  of  FFMIA,  that  are  required  to  be  reported  under  Government 
Auditing  Standards  or  0MB  Bulletin  98-08,  as  amended. 

Under  FFMIA,  we  are  required  to  report  whether  the  Mint’s  financial  management  systems  substantially  com- 
ply with  the  Federal  financial  management  systems  requirements.  Federal  accounting  standards,  and  the 
United  States  Government  Standard  General  Ledger  at  the  transaction  level.  To  meet  this  requirement,  we 
performed  tests  of  compliance  using  the  implementation  guidance  for  FFMIA  included  in  Appendix  D of  0MB 
Bulletin  98-08,  as  amended. 

The  results  of  our  tests  disclosed  an  instance,  described  below,  where  the  Mint’s  financial  management  sys- 
tems did  not  substantially  comply  with  the  three  requirements  discussed  in  the  preceding  paragraph: 

The  Mint’s  core  financial  management  systems  do  not  comply  with  certain  system 
requirements. 

The  Mint’s  current  financial  management  systems  do  not  meet  Federal  financial  management 
system  requirements,  including  0MB  Circular  A-127,  Financial  Management  Systems;  0MB 
Circular  A-130  Management  of  Federal  Information  Resources;  0MB  Circular  A-123, 

Management  Accountability  and  Control;  Federal  Management  Systems  requirements  issued 
by  the  Joint  Financial  Management  Improvement  Program  (JFMIP);  and  the  United  States 
Standard  General  Ledger  at  the  transaction  level.  In  its  1998  Federal  Managers’  Financial 
Integrity  Act  report,  the  Mint  reported  this  weakness.  0MB  Circular  A-127states,  in  part, 

“Financial  Management  Systems  shall  be  designed  to  provide  for  effective  and  efficient 
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INDEPENDENT  AUDITOR’S  REPORT  ON  COMPLIANCE 
WITH  LAWS  AND  REGULATIONS,  CONTINUED 


interrelationships  between  software,  hardware,  personnel,  procedures,  controls  and  data 
contained  within  the  systems.”  Our  recommendation  for  improvement  is  contained  in  our 
report  on  internal  control  dated  January  8,  1999.  The  Deputy  Director  of  the  Mint  is  responsible 
for  financial  management  systems  within  the  Mint. 

Providing  an  opinion  on  compliance  with  certain  provisions  of  laws  and  regulations  was  not  an  objective  of  our 
audit  and,  accordingly,  we  do  not  express  such  an  opinion. 

This  report  is  intended  solely  for  the  information  of  the  OIG  of  the  Department  of  the  Treasury,  the  manage- 
ment of  the  Mint,  0MB  and  Congress,  and  is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than 
these  specified  parties. 

Washington,  DC 
January  8,  1999 
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DEPARTMENT  OE  THE  TREASURY 
UNITED  STATES  MINT 

NOTES  TO  THE  STATEMENTS  OF  CUSTODIAL  GOLD  AND  SILVER  RESERVES 

AS  OF  SEPTEMBER  30,  1998  and  1997 


Note  1.  Summary  of  Significant  Accounting  Policies 

A.  Reporting  Entity 

The  United  States  Mint  (U.S.  Mint),  established  in  1792,  is  an  integral  part  of  the  Department  of  the  Treasury. 
The  mission  of  the  U.S.  Mint  is  to  manufacture  coins  for  general  circulation.  In  addition  to  manufacturing 
circulating  coins,  the  U.S.  Mint  manufactures  numismatic  products,  which  include  medals,  proof  coins, 
uncirculated  coins,  gold  and  silver  bullion  coins,  and  commemorative  coins.  These  manufacturing  operations 
are  reported  in  the  manufacturing  segment  of  the  U.S.  Mint’s  consolidated  financial  statements.  The  U.S. 
Mint  is  also  the  custodian  of  a significant  portion  of  the  United  States’  gold  and  silver  reserves,  which  are 
presented  in  the  custodial  segment  of  the  U.S.  Mint’s  Statements  of  Financial  Position. 

The  U.S.  Mint’s  custodial  activities,  including  the  protection  of  the  United  States’  gold  and  silver  reserves 
in  its  custody,  are  funded  by  the  U.S.  Mint’s  Public  Enterprise  Fund  (PEF). 

B.  Basis  of  Presentation 

These  custodial  statements  have  been  prepared  to  report  the  gold  and  silver  reserves  custodial  position 
of  the  U.S.  Mint.  The  books  and  records  of  the  U.S.  Mint  have  served  as  the  source  of  the  information 
contained  herein.  The  statements  have  been  prepared  in  accordance  with  generally  accepted  accounting 
principles  and  U.S.  Mint  accounting  policies. 

These  custodial  statements  include  all  gold  and  silver  classified  by  the  U.S.  Mint  as  “custodial  reserves” 
as  defined  in  Note  2.  These  statements  do  not  include  gold  and  silver  withdrawn  from  the  “custodial 
reserves”  for  use  in  the  operations  of  the  U.S.  Mint’s  PEF.  The  U.S.  Mint’s  PEF  occasionally  uses 
gold  and  silver  from  the  custodial  reserves  to  support  its  numismatic  operations.  The  PEF  later  replenishes 
the  reserves  with  newly  mined  gold.  These  statements  do  not  reflect  any  of  the  United  States’  gold  and 
silver  being  used  by  the  U.S.  Mint  in  its  operating  inventory  or  any  reseiwe  amounts  due  to  be  replenished 
by  the  PEF,  nor  do  they  include  gold  at  Federal  Reserve  Banks. 


Note  2,  Custodial  Gold  and  Silver  Reserves 

Gold  and  silver  are  classified  as  reserves  if  in  bar  form.  The  custodial  reserves  also  include  foreign  gold  coins  held  by  the 
Treasury  for  many  years. 

The  gold  and  silver  reserves  are  reported  in  these  custodial  statements  at  the  lower  of  cost  or  market  value.  Absent  his- 
torical cost  records  to  determine  the  acquisition  cost  of  the  gold  and  silver  over  the  decades,  the  reserves  are  valued  at  the 
rates  stated  in  the  U.S.  Code  Title  3 1 , Sections  5116  and  5117  (statutory  rates)  which  are  $42.2222  per  Fine  Troy  Ounce 
(FTO)  of  gold  and  $ 1 .292929292  per  FTO  of  silver.  An  offsetting  custodial  liability  is  also  reported  for  these  assets. 


44 


Indian  Hcad  Coin  Cuff  Links 


JFK  Half-Dollar  Money  Clip 


Walking  Liberty  Wrist  Watch 


DKPARTIVIENT  OF  THE  TREASURY 
UNITED  STATES  fVIINT 

STATEMENTS  OF  C USTODIAI.  COLD  AND  SILVER  RESERVES 
AS  OF  SEPTEMBER  30,  1998  and  1997 
(In  Thousands) 


1998 1997 

CUSTODIAL  COLD  AND  SILVER  RESERVES 

United  States’  gold  and  silver  reserves  (Note  2)  $10,473,267  $10,468,581 

Custodial  liability  to  Treasury  (Note  2)  10,473,267  10,468,581 

Net  gold  and  silver  reserves  custodial  position  $ 0 $ 0 

The  accompanying  notes  are  an  integral  part  of  these  statements. 


DEPARTMENT  OF  THE  TREASURY 
UNITED  STATES  MINT 

NOTES  TO  THE  STATEMENTS  OF  CUSTODIAL  GOLD  AND  SILVER  RESERVES 

AS  OF  SEPTEMBER  30,  1998  and  1997 

At  September  30,  1998  and  1997,  the  market  value  of  gold  was  $293.85  per  FTO  and  $332.10  per  FTO,  respectively. 


Gold  inventories  consisted  of  the  following  at  September  30: 

FTO 

Statutorv  Value 

Market  Value 

1998 

247,477,782.820 

$10,449,056,442 

$72,721,346,482 

1997 

247,464,103.081 

$10,448,478,853 

$82,182,828,633 

At  September  30,  1998  and  1997,  the  market  value  of  silver  was 
inventories  consisted  on  the  following  at  September  30: 

$5.39  per  FTO  and  $5.17  per  FTO,  respectively.  Silver 

FTO 

Statutorv  Value 

Market  Value 

1998 

18,725,238.08 

$24,210,409 

$100,929,033 

1997 

15,548,016.89 

$20,102,486 

$ 80,383,247 

The  combined  gold  and  silver  reserves  consisted  of  the  following  at  September  30: 

Statutorv  Value 

Market  Value 

1998 

$10,473,266,851 

$72,822,275,515 

1997 

$10,468,581,339 

$82,263,211,880 

Custodial  gold  and  silver  FTOs  are  transferred  to  the  PEF  for  numismatic  operations.  The  PEF  replenishes  the  custodial 
reserves  with  purchases  of  newly  mined  gold.  In  addition,  the  Defense  Logistics  Agency  transfeiTed  silver  to  the  custo- 

dial  reserves. 
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REPORT  OF  THE  OFFICE  OF  INSPECTOR  GENERAL 


To  the  Director  of  the  United  States  Mint 

We  have  audited  the  United  States  Mint’s  (U.S.  Mint)  Statements  of  Custodial  Gold  and  Silver  Reserves  (custodial  statements) 
as  of  September  30,  1998  and  1997.  This  report  presents  our  unqualified  opinion  on  these  custodial  statements.  Our  audit  dis- 
closed no  material  weaknesses  and  no  instances  of  reportable  noncompliance  with  laws  and  regulations  in  fiscal  year  1998. 

MANAGEMENT’S  RESPONSIBILITIES 

Management  is  responsible  for; 

• Preparing  the  custodial  statements  in  confonuity  with  generally  accepted  accounting  principles. 

• Establishing  and  maintaining  internal  control.  In  fulfilling  this  responsibility,  estimates  and  judgments  by 
management  are  required  to  assess  the  benefits  and  related  costs  of  internal  accounting  policies  and  procedures. 

• Complying  with  laws  and  regulations  applicable  to  die  U.S.  Mint’s  custodial  responsibilities  for  the  gold  and  silver  reserves. 

SCOPE  OF  AUDITS 

We  conducted  our  audits  in  accordance  with  Government  Auditing  Standards,  issued  by  the  Comptroller  General  of  the 
United  States,  and  applicable  Office  of  Management  and  Budget  (0MB)  guidance.  Those  standards  require  that  we  plan 
and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  custodial  statements  are  free  of  material  misstate- 
ment. An  audit  includes  examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  custodial 
statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  manage- 
ment, as  well  as  evaluating  the  overall  custodial  statement  presentation.  We  believe  that  our  audits  provide  a reasonable 
basis  for  our  opinion. 

In  planning  and  conducting  our  audit  of  the  U.S.  Mint’s  custodial  statements  for  the  year  ended  September  30,  1998,  we 
considered  its  internal  control  over  financial  reporting  and  compliance  with  laws  and  regulations.  Speeifically,  we  ob- 
tained an  understanding  of  the  design  of  the  U.S.  Mint’s  internal  controls,  determined  whether  these  internal  controls  had 
been  placed  in  operation,  assessed  control  risk,  and  performed  tests  of  controls  in  order  to  determine  our  auditing  proce- 
dures for  the  purpose  of  expressing  our  opinion  on  the  custodial  statements  and  not  to  provide  assurance  on  the  internal 
control  over  financial  reporting  and  compliance  with  laws  and  regulations.  Consequently,  we  do  not  provide  an  opinion 
on  such  controls. 

As  part  of  obtaining  reasonable  assurance  about  whether  the  custodial  statements  are  free  of  material  misstatement,  we  per- 
formed tests  of  the  U.S.  Mint’s  compliance  with  certain  provisions  of  laws  and  regulations,  noncompliance  with  which  could 
have  a direct  and  material  effect  on  the  detenuination  of  custodial  statement  amounts.  Providing  an  opinion  on  compliance 
with  laws  and  regulations  was  not  an  objective  of  our  audit  and,  accordingly,  we  do  not  express  such  an  opinion. 

RESULTS  OF  AUDITS 

Opinion  on  the  Custodial  Statements 

In  our  opinion,  the  custodial  statements  present  fairly,  in  all  material  respects,  the  United  States’  gold  and  silver  reserves 
in  the  custody  of  the  U.S.  Mint  as  of  September  30,  1998  and  1997,  in  conformity  with  generally  accepted  accounting 
principles. 
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REPORT  OF  THE  OFFICE  OF  INSPECTOR  GENERAL 


Internal  Coni rol 

Internal  control  is  a process,  etlecteci  by  the  U.S.  Mint’s  management  and  other  personnel,  designed  to  provide  reasonable  as- 
surance that  the  following  objectives  are  met; 

• Reliability  of  financial  reporting  - transactions  are  properly  recorded,  processed,  and  summarized  to  permit 
the  preparation  of  the  custodial  statements  for  the  fiseal  year  ended  September  30,  1998  in  aecordanee 
with  generally  accepted  aceounting  prineiples,  and  the  safeguarding  of  assets  against  loss  from  unauthorized 
aequisition,  use,  or  disposition;  and 

• Complianee  with  applicable  laws  and  regulations  - transactions  for  the  fiseal  year  ended  September  30,  1 998, 
are  exeeuted  in  aecordanee  with  laws  and  regulations  that  eould  have  a direct  and  material  efifeet  on  the 
custodial  statements. 

Beeause  of  limitations  inherent  in  any  internal  control,  errors  or  fraud  may  occur  and  not  be  deteeted.  Also,  projection  of  any 
evaluation  of  internal  confrol  to  future  periods  is  subject  to  the  risk  that  internal  control  may  become  inadequate  beeause  of 
changes  in  conditions  or  that  the  effeetiveness  of  the  design  and  operation  of  policies  and  procedures  may  deteriorate. 

Our  eonsideration  of  the  internal  control  in  place  on  September  30,  1998  would  not  neeessarily  diselose  all  matters  in  the 
internal  control  that  might  be  material  weaknesses  as  defined  by  0MB  Bulletin  No.  98-08,  Audit  Requirements  for  Fed- 
eral Financial  Statements,  as  amended.  Material  weaknesses  in  internal  eontrol  are  conditions  in  which  the  design  or 
operation  of  the  internal  control  does  not  reduce  to  a relatively  low  level  the  risk  that  errors,  fraud,  or  noneomplianee  in 
amounts  that  would  be  material  in  relation  to  the  eustodial  statements  being  audited  may  oeeur  and  not  be  detected  within 
a timely  period  by  employees  in  the  normal  eourse  of  perfonning  their  assigned  functions.  However,  we  noted  no  matters 
involving  the  internal  control  and  its  operation  that  we  consider  to  be  material  weaknesses. 

We  noted  other  matters  involving  internal  control  and  its  operation  that  we  will  communieate  to  the  U.S.  Mint’s  manage- 
ment separately. 

COMPLIANCE  WITH  LAWS  AND  REGULATIONS 

The  results  of  our  tests  of  compliance  in  fiseal  year  1998  with  the  laws  and  regulations  diselosed  no  instances  of  noneompli- 
anee that  are  required  to  be  reported  under  Government  Auditing  Standards  or  0MB  Bulletin  No.  98-08,  as  amended. 

This  report  is  intended  solely  for  the  information  and  use  of  the  management  of  the  U.S.  Mint,  the  U.S.  Department  of  the  Trea- 
sury, 0MB,  and  the  Congress  and  is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than  these  speeified  parties. 
However,  this  report  is  available  to  the  public  as  a matter  of  publie  reeord. 

<■ 

William  H.  Pugh 

Deputy  Assistant  Inspector  General  for  Audit  (Finaneial  Management) 

January  22,  1999 


OIG-99-037 


Custodial  Gold  and  Silver  Reserves 


Half-Dollar 


National  L^w  Enforcement  Memorial  Silver  Dollar 


Proof  Sets 


47 


United  States  Mint 
Senior  Management 


Philip  N.  Diehl 
John  R Mitchell 
Andrew  J.  Cosgarea 
David  Pickens 
William  F.  Daddio 
Jay  M.  Weinstein 
Jackie  Fletcher 
Kenneth  B.  Gubin 
Augustine  A.  Albino 
Bradford  F.  Cooper 
James  M.  Curtis 
Raymond  J.  DeBroekert 
Dale  B.  DeVries 


Director 
Deputy  Director 
Circulating  Coinage  SBU 
Numismatic  SBU 
Protection  SBU 
Chief  Financial  Officer 
Chief  Information  Officer 
Chief  Legal  Counsel 
Philadelphia  Mint 
West  Point  Mint 
U.S.  Bullion  Depository 
Denver  Mint 
San  Francisco  Mint 


For  further  information,  contact: 

U.S.  Mint  Office  of  Corporate  Communication 

(202)874-6000 


Visit  us  at 

www.usmint.gov 


Proof  Sets  Silver  Proof  Sets  Uncirculated  Sets  American  Eagle  Gol:: 
Bullion  American  Eagle  Silver  Bullion  American  Eagle  Platinum  Bullio 
Holiday  Gift  Ornaments  American  Eagle  Pendants  Robert  F.  Kennedy  Silve- 
Dollar  National  Law  Enforcement  Memorial  Silver  Dollar  Indian  Head  Coi  v 
Watch  Silver  Eagle  Pocket  Knife  Walking  Liberty  Wrist  Watch  Mercury  Dimk 
Earrings  Walking  Liberty  Pendant  Indian  Head  Coin  Cuff  Links  JFK  Half- 
Dollar  Money  Clip  American  Eagle  Gold  Proof  American  Eagle  Silver  Proo“ 
American  Eagle  Platinum  Proof  Jackie  Robinson  Gold  Five  Dollar  Coin  jACKit^ 
Robinson  Silver  Dollar  American  Eagle  Four-Coin  Proof  Set  Morgan  anc 
Peace  Silver  Dollar  Set  Impressions  of  Liberty  Black  Revolutionary  Waf 
Patriots  Silver  Dollar  FDR  Gold  Five  Dollar  Gold  Coin  Coin  and  Stamp  Sets 
Coin  and  Currency  Sets  Lapel  Pins  Jefferson  Nickel  Roosevelt  Dime 
Kennedy  Half-Dollar  Lincoln  Cent  Washington  Quarter  Gift  Sleeves  Coi^ 
Watch  Pendant  Jackie  Robinson  Legacy  Set  Kennedy  Half-Dollar  Pen  Sei 
Premier  Silver  Proof  Set  Home  and  Office  Accessories  Numismatic  Specialt't 
Sets  Jewelry  Coin  Gifts  FDR  Pendant  Platinum  Eagle  Uncirculated  Four 
Coin  Set  Morgan  Silver  Dollars  Tie  Tacks  Four  Freedoms  Paperweigh: 
Jackie  Robinson  Two-Coin  Set  Circulating  Coinage  Proof  Sets  Silver  Prooi 
Sets  Uncirculated  Sets  American  -Eagle  Gold  Bullion  American  Eagle  Silve 
Bullion  American  Eagle  Platinum  Bullion  Holiday  Gift  Ornaments  America 
Eagle  Pendants  Robert  F Kennedy  Silver  Dollar  National  Law  Enforcemen 
Memorial  Silver  Dollar  Indian  Head  Coin  Watch  Silver  Eagle  Pocket  Knif: 
Walking  Liberty  Wrist  Watch  Mercury  Dime  Earrings  Walking  Liberty  Pendan 
Indian  Head  Coin  Cuff  Links  JFK  Half-Dollar  Money  Clip  American  Eagle  Golc 
Proof  American  Eagle  Silver  Proof  American  Eagle  Platinum  Proof  Jackil 
Robinson  Gold  Five  Dollar  Coin  Jackie  Robinson  Silver  Dollar  American  Eagl" 
Four-Coin  Proof  Set  Morgan  and  Peace  Silver  Dollar  Set  Impressions  of 

Liberty  Black  Revolutionary  War  Patriots  Silver  Dollar  FDR  Gold  Five  Dollar 
Gold  Coin  Coin  and  Stamp  Sets  Coin  and  Currency  Sets  Lapel  Pins 
Jefferson  Nickel  Roosevelt  Dime  Kennedy  Half-Dollar  Lincoln  Cen^ 

Washington  Quarter  Gift  Sleeves  Coin  Watch  Pendant  Jackie  Robinsof 
Legacy  Set  Kennedy  Half-Dollar  Pen  Set  Premier  Silver  Proof  Set  Hom- 


AND  Office  Accessories  Numismatic  Specialty  Sets  Jewelry  Coin  Gifts 


Pendant  Platinum  Eagle  Uncircu;/^EAS{^JJ^<^in  Set  Morgan  Silver  Dollarl 
TieTacks  Four  Freedoms  Paperw/  \binson  Two-Coin  Set  Circulv^tin: 


Coinage  Proof  Sets  Silver  P#  ★ 


Gold  Bullion  American  Eagle' 


Dollar 


Holiday  Gift  Ornaments  AmerV'^V'^^^^w  t^/nts  Robe 
National  Law  Enforcek^^^^^^^^^^Silver  Dollar 


^ VcuLATED  Sets  American  Eagl 


AMERICAN  Eagle  Platinum  Bullicf 


Robert  F Kennedy  Silvff 


Watch  Silver  Eagle  Pocket  Knife 


^^?9??-^rrf?^^IBERTY  WRIST  WATCH 


Indian  Head  Cot 


Mercury  Din  e 


